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Sammanfattning 
Under historiens lopp har nya innovationer varit i framkanten av industrialiseringen. 
Innovationer har kontinuerligt överträffat tidigare lösningar, vilket har bidragit till den 
fortsatta utvecklingen. I dagens samhälle har IT fått en alltmer utbredd roll. Innovationer 
inom IT är generaliserade av ett optimistiskt och visionärt tankesätt, vilket bidragit till 
bubblor inom ekonomin.  

För innovationer är ett signifikant problem hur innovationer ska utvärderas och speciellt 
mer radikala och visionära innovationer. Generellt utvärderas innovation i två huvudsakliga 
faser, under den interna utvecklingen och efter den lanserats i en marknad. För visionära 
innovationer är det utmanande att svara på hur innovationerna ska utvärderas i de olika 
faserna på grund av bristen på grundläggande data, exempelvis marknadsrespons. I den 
aspekten finns ett fundamentalt gap i hur visionära innovationer bör utvärderas. Målet med 
studien är att undersöka fenomenet av visionär innovation och bidra med kunskap om 
karakteristiken som påverkar tillväxt och att kunder tar till sig produkten.  

Studien är baserad på kvalitativ undersökning i två faser. Först och främst kommer ett 
ramverk utvecklas med hjälp av insikter från intervjuer med experter. Därefter kommer 
detta ramverk att appliceras på fall inom IT sektorn.  

I studien har tre huvudsakliga områden att utvärdera identifierats: (1) ekosystemet, (2) 
kundbeteenden och (3) målmarknaden för produkten eller tjänsten. Ekosystemet är fokuserat 
på faktorer som konkurrenssituationen, teknologin och infrastrukturen för innovationen. 
Kundbeteendet är fokuserat på potentiella kunders beteenden samt deras behov och 
vinning med lösningen. Baserat på beteendet så är kostnaderna, både materiella och 
immateriella, för förändring av ett beteende viktigt att adressera. Slutgiltligen är 
målmarknaden vilket inriktas på marknadens karaktär, kundsegmenteringen och 
attraktiviteten av marknaden. Baserat på dessa faktorer kan hämmare och drivare 
identifieras vilket påverkar innovationens tillväxt.  

Det huvudsakliga resultatet är att innovationer påverkas positivt eller negativt utav de 
hämmare och drivare som innovationen utsätts för. Baserat på de tre elementen kan 
korrelationer och samverkan identifieras mellan elementen, vilket påvisar en grad av 
inverkan mellan hämmarna och drivarna. Exempelvis så har en negativ hämmare vilken 
påverkar ett annat element en mycket högre grad av inverkan relaterat till tillväxt.  

Nyckelord: Tillväxt av nya teknologier, Visionär och disruptiv innovation, Innovation inom IT 
sektorn, Utvärdering av innovation, Innovationsekosystem och diffusion av innovation 
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Abstract 
Over the course of history, innovation has been the forefront of industrial change. New 
innovations have continuously surpassed old solutions, which have contributed to the 
trajectory of mankind. In today’s market IT has an increasingly important role. Innovation 
within IT is characterised by high degrees of visionary thinking and optimism towards the 
success of the venture. This has contributed to bubble effects emerging in the economy of 
a highly speculative nature.  

A central issue lies in the complexity of evaluating innovation and especially more radical 
and visionary ones. In general terms of evaluation, innovations are evaluated in two main 
phases: internally and externally. For visionary innovations it is not evident how and on 
what grounds the innovation should be evaluated both internally in terms of feasibility and 
externally in terms of market response. In that aspect there is a gap in evaluation and 
especially how visionary innovation can be evaluated. The aim of the research is to 
investigate the phenomenon of visionary innovation and contribute with knowledge about 
the characteristics that influence growth and adoption. 

The research is based upon a two-step qualitative investigation. Firstly the research is aimed 
at constructing a framework for evaluating the innovation and thereafter objectifying the 
characteristics on case studies within the IT sector.  

The research has found three major areas for evaluation: (1) the eco-system, (2) the customer 
behaviour and (3) the target market. The eco-system is focused towards the competitive 
environment, the technology and the infrastructure. The customer behaviour addresses 
customers’ existing behaviours, their needs and demands and the surplus value the new 
offering brings. In terms of the customer behaviour the switching costs and benefits of 
other alternatives is also important to consider. Finally, the target market consists of the 
market characteristics, the customer segmentation and the overall attractiveness of the 
market. Based on the characteristics of these factors and the market and industry, 
constraints and drivers can be identified to either support or contradicts the speed of 
adoption of new solutions.  

The main findings of the report are that growth is dependent on and influenced by positive 
and negative drivers. The three elements the drivers are thus connected and correlating, in 
the sense that the drivers can have different levels of severity. For instance, a negative 
driver that is negatively correlated with another element has a high level of severity related 
to growth.  

Keywords: Growth and adoption of new technologies, Visionary and disruptive innovation, 
Innovations in the IT sector, Evaluation of innovation, Innovation eco-system and Innovation 
diffusion  
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1 Introduction 
The purpose of this chapter is to introduce the report and present to the underlying background and problem 
of evaluating innovation in the IT sector. In this chapter the contextual setting of the report will be discussed 
in connection with the objective and research questions.  

1.1 Introduction  
Over the course of history, new ideas and innovations have continuously surpassed old 
solutions, which has contributed to the trajectory of the human race (Anderson & 
Tushman, 1986; Christensen, 1997). A few innovations have revolutionised our world: one 
of them is the Internet. Internet has changed the way of social interactions, communication 
and connectivity of people and introduced a digital age. Today Internet is an increasingly 
widespread technology and is now a central part of billions of people’s everyday life 
(Bughin et al., 2011). According to OECD’s (2012) study, Internet usage and the 
connectivity of people are spreading throughout the globe. In the recent years, the 
customer demand for smartphones has grown from about 170 million to more than a 
billion in 2014 (Bauer et al., 2014). The expansion of Internet and connectivity of people 
open up for new venture possibilities, especially in the IT sector.  

The interest in IT ventures in the Swedish and Nordic market is continuously increasing, 
according to the Swedish Venture Capital firm Creandum (2014) and the amount of capital 
invested in new IT ventures is at an all time high. Creandum (2014) argue that the interest 
is a result of: (1) the growing number of start-up communities, (2) proven track record of Nordic start-
ups, (3) growing numbers of incubators and accelerators and (4) improved access to investment capital. 

Even though the interest in new IT ventures is high, historic evidence shows that most of 
the ventures end in failure (Ries, 2011; Nobel, 2011; Blank & Dorf, 2012; Feinleib, 2012). 
Ries (2011) and Blank and Dorf (2012) argue that failure is often the cause of a too 
introverted focus of entrepreneurs. Similarly, Fienlieb (2012) argue that the most evident 
cause of failure is lack of product market fit. According to Feinleib (2012) it is difficult for 
new innovation to know how to shape the offering so that it is attractive to the potential 
customers and the addressed market.  

1.2 Background 
According to IFS (2014) only 30 % of the largest 1000 companies in the last decade still 
exist. Many of the large and dominant market leaders have been disrupted by new 
innovation and technology changing the game. Examples of these are Kodak and Nokia 
who were disrupted by the digital movement (Christensen, 2006). In IT and software 
oriented businesses there is low financial barrier to entry and potential for high returns, 
which makes the IT sector both agile and competitive (Tidd & Bessant, 2009). The IT 
sector is characterised by very low production costs and consequently low need for initial 
investments (Tidd & Bessant, 2009). In comparison to research-based ventures, such as 
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biotech ventures, they require larger investments and require longer time before generating 
profits, see Figure 1. (Tidd & Bessant, 2009).  

 

Figure 1 The difference in profit generation depending on the venture type (Tidd & Bessant, 2009, p.445) 

Although the IT sector is an easily accessible sector for new ventures Theil and Masters 
(2012) argue that very few new IT ventures are similar to those already successful in the 
market. In the IT sector already existing solutions prevent new competition from network 
effects (Blank & Dorf, 2012) and lock-ins creating barriers to entry for similar solutions 
(Arthur, 1994). As the concept of IT innovations is more diffucult to copy, innovations 
within the IT is more visionary in nature (Henderson & Clark , 1990; Blank & Dorf, 2012; 
Thiel & Masters, 2014). To some degrees the IT sector is characterised by the phenomenon 
of the winner takes it all and monopolies in the market (Thiel & Masters, 2014). According 
to Janeway (2012) the innovation economy is characterised by high degrees of speculation 
that creates bubble effects in the economy.  

1.2.1  The speculat ive  nature o f  the IT sec tor  

Innovations, especially in the IT sector, are characterised by high degrees of visionary 
thinking and radical nature. Furthermore, Morris (1999) and Janeway (2012) argue that the 
innovation economy is fuelled by a speculative and optimistic mind-set. As introduced 
earlier IT is an especially accessible sector with low need for initial investments and with 
potential of high returns (Tidd & Bessant, 2009). According to Janeway (2012): 

 “The innovation economy begins in discovery and cumulates in speculation”. 

The speculative and optimistic nature of investors fuels the development and globalization 
of new technology (Morris, 1996; Janeway, 2012). Collectively, the drivers for the 
valuations are from (1) financial metrics, (2) synergies and (3) speculation (Vernimmen et al., 
2005; Morris, 1996; Janeway, 2012). According to Vernimmen et. al. (2005) the valuations 
is primarily driven by the ventures financial metrics. However, potential for acquisitions 
from larger firms can also drive up the value for the valuations (Vernimmen et al., 2005). In 
the IT sector and the innovation economy the valuations is weighted towards speculative 
values and value from synergies (Janeway, 2012; Thiel & Masters, 2014).  

According to Janeway (2012) the innovation is driven by bubble effects of high degrees of 
confidence in the potential of success for new innovations. Janeway (2012) argue that the 
bubbles are positive as they drive the progression of visionary innovation into the market 
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and make it possible for ideas to evolve and multiply. The bubble-effects are therefore a 
cornerstone and fuel of innovations in the economy.  

In summation, as the IT sector is continuously changing and evolving it is a highly agile 
and competitive environment. Specifically for the IT sector, the industry is characterised by 
high valuations and high speculation. In all new ventures, there are some levels of 
speculation and optimism. However, as new solutions in IT sector are often more radical in 
nature, the environment is more visionary and optimistic. This brings challenges in terms 
of picking the winners and evaluating the potential for the success of the ventures. For new 
and especially more radical ideas there is a challenge in estimating the potential for growth 
and market adoption. Although there are many types of equation methods for the 
innovation process, very few include the perspectives of potential for growth and market 
adoption.  

1.3 Problematization and problem formulation 
Historic evidence shows that most start-ups fail and one of the most predominant reasons 
for failure is the lack of product market fit (Ries, 2011; Nobel, 2011; Blank & Dorf, 2012; 
Feinleib, 2012). In 2011 Ries introduced the concept of lean Start-up development, which 
aimed to reduce the level of internal bias and advocated early contact with potential 
customers. Similarly, Blank and Dorf (2012) and Adner (2006) argue that few new ventures 
succeed in isolation. However, too much focus of the market insights can make ventures 
loose sight of their vision and direction.  

According to von Hippel (1988) innovation can be sourced from and evaluated in two 
main phases, internal and external, see Figure 2. Internally, the innovation is evaluated based 
on the merits and feasibility of the idea and concept (Ozer, 1999; Tidd & Bessant, 2009; 
Ullman, 2010). According to Tidd and Bessant (2009) and Ullman (2010) main focus in 
new product and service development lies on identifying the feasibility, assessing the 
performance and the potential risks for the product or service. Ozer (1999) and Ullman 
(2009) discuss evaluation-methods to sort, select and prioritize potential innovations, 
features and novel concepts. Along the development the innovation is evaluated based on 
its value for customers, which is vague and difficult to interpret (Tidd & Bessant, 2009; 
Ullman, 2010). Ries (2011) proposed testing semi-complete concepts to tangibly assess and 
evaluate the interest of customers. In the second phase, when the innovation is launched 
into the market, the evaluation is increasingly analytical (Tidd & Bessant, 2009; Ullman, 
2010). After the market introduction the innovation is evaluated based on external 
evaluation factors, such as the actual sales and the market feedback of the innovation. 
Typical evaluation tools are: market surveys, focus group testing and reviewing the sales 
statistics (Tidd & Bessant, 2009; Ullman, 2010).  
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Figure 2 Visualization of the gap between different perspectives of evaluating innovation 

For more visionary and radical innovations the evaluation parameters for both the internal 
development and the market response is uncertain. Kerka et al. (2009) argues that the most 
central lack in the evaluation of innovation is the shortfall in information acquisition and 
market reconnaissance. The gap in evaluation is therefore related to the lack of an 
evaluation method to dismantle the phenomenon of visionary innovation and potential for 
growth and market adoption. This is also coherent with the most evident cause of failure 
for new ventures, the lack of product market fit (Ries, 2011; Nobel, 2011; Blank & Dorf, 
2012; Feinleib, 2012).  

1.3.1  Literary foundat ion o f  the research 

Even though innovation has an essential part in our society, very little is written in the 
literature regarding how to evaluate innovation. According to OECD/Eurostat (2005) and 
Kerka et al. (2009) the challenge of evaluation of innovation lies in the complexity of the 
concept. Kerka et al. (2009) discuss the challenges of transferring ideas into successful 
innovation, where very few ideas become successful innovations.  

In close relation to the research the evaluation of ideas, ventures and business models is far 
more explored in the research. Evaluation of ideas is according to Tidd and Bessant (2009) 
and Ullman (2010) a central part of the internal R&D process. Similarly, in venture capital 
and assessment of ventures evaluation of businesses is a close related evaluation 
assessment. In this research focus is oriented towards a sub-segment of the evaluation of 
the venture and specifically the innovation aspect. The most related literary foundation of 
the framework is the theory around business models. The similarities between the theories 
of business models, such as Osterwalder and Pigneur (2010), are that both are focused 
towards the middle ground between the internal and external elements. This research 
differentiates form the theory of business models as it is focused towards the innovation 
specifically, and not just the business model, as well as evaluation of the innovation. 

1.4 The objective  
The IT sector is characterised by low barriers to entry, low need for investments and with 
potential of high returns (Tidd & Bessant, 2009). In terms of venture creation in the IT 
sector there is a characterised philosophy of if we build it, the customers will come (Ries, 2011). 
For more visionary innovations it is difficult to estimate and evaluate the potential pitfalls 

Internal development Market response

Internal evaluation: 
•  Feasibility
•  Performance
•  Risk

External evaluation: 
•  Market surveys
•  Focus groups
•  Sales statistics

Gap in the 
evaluation
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as well as the merits of the idea. In terms of evaluation, there is a fundamental gap between 
the evaluation of innovation in the internal development and the external influencing 
factors, primarily the market response. With the low barriers to entry the IT sector is 
flooded with new ideas and potential innovation launched into the marketplace. Both from 
a potential investor’s and the entrepreneur’s perspective there is a need for improved 
evaluation methods for innovation, to create a better understanding of the potential for 
growth as well as market potential. Consequently the objective of the report is to dismantle 
the phenomenon of innovation growth and evaluation of innovation in relation of growth 
and market potential.  

The main objective of the research is to investigate the phenomenon of visionary 
innovations and how they can be evaluated. The research aims to contribute with knowledge 
focused towards the evaluation gap between the internal and external evaluations of 
visionary innovations. Overall, the aim and intended outcome of the research is to create a 
framework for evaluating innovation in the IT sector. In the research focus will be directed 
to investigating the potential drivers and constraints for the innovation related to growth 
and adoption.  

The contribution to science is aimed at contributing with knowledge and understanding of 
the complexities in the fundamental gap between the internal and external evaluation. The 
desired outcome of the research therefore is to contribute with knowledge about the 
complexities regarding the commercialization of visionary innovation and objectify the 
characteristics for growth and market adoption.  

1.5 Research questions: 
• How can visionary innovation within the Information Technology (IT) sector be 

evaluated based on assessment of growth and market adoption? 

Sub-research questions: 

1. What main factors determine adoption and growth of an innovation? 
2. How can visionary innovation be evaluated to estimate the potential of growth and 

market adoption? 

In the research a framework for evaluating visionary innovation will be constructed. To 
validate the framework the framework will be discussed in a workshop and expert 
interviews. Ultimately, the framework will be applied to case studies within the IT sector. 
In the analysis of the case studies the framework will be applied to practical cases to review 
its potential and identified limitations.  

1.6 Prerequisites, delimitations and limitations 
The evaluation framework is aimed at evaluating the visionary innovation in terms of 
growth and market potential. The framework is developed on a number of prerequisites. In 
the research aspects like human capital, capabilities and conditions to execute the 
innovation are considered as prerequisites. This delimitation of not focusing explicitly on 
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the internal capabilities and competences and is motivated by the focus of the framework, 
which is directed to the innovation specifically. In that sense the ability to execute upon the 
innovation is a prerequisite in terms of the framework. In the framework focus therefore 
lies on identifying potential drivers and limitations of the innovation that affect the 
potential for growth. Other internal aspects like the workplace, culture, team and R&D 
process is excluded from the analysis. Also internal influences will be excluded from the 
framework, such as management and governance of the firm. Consequently the general 
innovativeness of the firm itself is excluded from the framework. The evaluation 
framework is therefore aimed primarily to be an evaluation and assessment before external 
feedback can be generated. The framework is aimed as a general and tool for discussing the 
merits and potential pitfalls of the innovation. Consequently, the focus of the framework is 
to first identify the major concerns, which are then reviewed in more detail.  

The context of the research is delimited to the IT sector and more specifically, the video 
on-demand sector, mobile payment solutions and e-commerce solutions. The research is 
oriented towards customer-focused businesses. The framework will not include the macro-
economical influences and the influence of changes in the economy, which can be seen as 
external influences of the innovation. Furthermore the potential for funding is considered a 
prerequisite and will therefore not be specifically included in the framework other than as a 
potential constraint. The framework is primarily focused on evaluating the innovation in 
relation to growth and market adoption.  

The time of the research is delimited to four months. The number of firms reviewed will 
therefore be a delimitated based on the time constraint. Similarly, the number of people 
interviewed to validate the framework will also be limited by time-span. Also, the research 
is conducted in Sweden interviewees will primarily be Swedish.  

The focus of the research will be to review visionary innovation. However in the literature 
general innovation concepts are discussed which applies to both visionary and incremental 
innovations. Even though the framework may be applicable for other innovations types, 
visionary innovations are the primary focus of the framework.  

1.7 Outline of the report 
The outline of the forthcoming chapters is as follows:  

Chapter 2:  Literature review – In this chapter the theoretical framework and foundation 
for the evaluation method is presented. The synthesis of the chapter is to 
build of the structure for the empirical analysis.  

Chapter 3:  Methodology I: Constriction of a framework – In this chapter the choice of 
methodology for the data collection and construction of the framework is 
presented. The chosen research type and process is motivated in this chapter.  

Chapter 4: Construction of a framework – In this chapter the definition and creation of a 
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framework for analysing innovation is presented. The framework is primarily 
constructed by the theoretical framework and strengthened by expert 
interviews.  

Chapter 5:  Methodology II: Case studies – In this chapter the choice of methodology for the 
case studies is discussed. The reliability, validity and generalizability are 
reviewed in this chapter.  

Chapter 6:  Empirical analysis of case-studies – In this chapter the analysis of case studies 
within the IT sector is discussed. The analysis is based on the framework and 
interviews with key personnel and insights from the expert interviews.  

Chapter 7:  Conclusion – In this chapter the main findings of the research are presented. In 
addition, the recommendations of future studies are discussed. 

Chapter 8:  Discussion – In this chapter the findings of the empirical analysis of the case 
studies and the framework is discussed. The synthesis of this chapter is to 
discuss and review the evaluation method leading up to the concluding 
findings of the research.   
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2 Literature review  
The purpose of this chapter is to provide a review of the literature of innovation as well as a theoretical 
foundation to the research and the construction of the framework. The theoretical framework therefore aims 
to create a rich basis regarding innovation and its components. The intent of this chapter is to create the 
foundation for the framework and the analysis of the case studies.  

2.1 Dismantling and defining innovation 
Innovation is a term used often in the modern economy, however no generally accepted 
definition exists. Over the course of history the term innovation has been defined and 
redefined by many. The Austrian economist and social scientist Joseph Schumpeter (1950) 
was the first to define the term innovation, as:  

“An invention is an idea made manifest and an innovation is an idea successful in practice” 
(Schumpeter, 1950).  

Although Schumpeter is viewed as the founder of the term many have continued to 
elaborate on its meaning. The Organization for Economic Cooperation and Development 
(OECD) have defined the term innovation as the following:  

“An innovation is the implementation of a new or significantly improved product (good or 
service), or process, a new marketing method, or a new organisational method in business 
practices, workplace organisation or external relations.” (OECD/Eurostat, 2005). 

Innovation can be consequently be concretised as successful exploitation of new ideas 
(Department of Trade and Industry, 2003) or as something new that has an impact 
(Anthony, 2012). Essentially, the success of an innovation can be measured depending on 
the impact it results in and specifically the growth, sustainability of the business and the 
market adoption of the technology (Anthony, 2012).  

According to Schumpeter (1934) innovations can be either radical, and change the world, 
or incremental ideas that fill in the process of change. Consequently, incremental 
innovations are improvements made on existing products and radical, completely new 
products introduced to the market (Schumpeter, 1934). A radical innovation is an 
innovation that is both new to the world and to the customers, in comparison incremental 
innovation is oppositely defined and the result of continuous improvements (Abernathy & 
Clark, 1985). Incremental innovation is important in order to sustain the benefits and 
advantage of an innovation in a market (Schumpeter, 1934). The innovation characteristics 
were later reviewed by Abernathy and Clark (1985) in a map of the innovation 
characteristics, see Figure 3. The transillience map of innovation categories the innovation type 
depending on the Market/Customer Linkage and the Technology/Production. The 
Market/customer linkage is connected to the disruption or conservation of: relations with 
the customer base, customer application, channels of distribution and service, customer 
knowledge and modes of customer communication.  Similarly the Technology/production 
can be either disrupted or conserved by:  design/embodiment of technology, production 
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systems/organization, skills (labour, managerial, technical), materials/supplier relations, 
capital equipment and knowledge and experience base. Depending on the disruption or 
conservation of theses characteristics four innovation types emerges:  (1) niche creation, (2) 
architectural, (3) regular and (4) revolutionary. From these aspects innovation can be categorised 
depending on the type of innovation. (Abernathy & Clark, 1985).  

Figure 3 Mapping of the innovation type based on its characteristics (Abernathy & Clark, 1985, p.9) 

 The transillience map is a tool for separating the innovation types based on their 
characteristics (Abernathy & Clark, 1985). Henderson and Clark (1990) introduced four 
innovation types similar to similar to Schumpeter (1934) and Abernathy and Clark (1985), 
which are: (1) incremental-, (2) modular-, (3) architectural- and (4) radical innovation, Innovation is 
in Henderson and Clark’s (1990) model categorised in a similar way depending on the 
disruption or reinforcement of core components and the core concept.  

According to Abernathy and Clark (1985) Henderson and Clark (1990) visionary 
innovation can be categorised as an innovation that disrupt the current concepts. Visionary 
innovation can therefore be broken down from the creation of new competences and 
linkages as well as based on new an entirely new concept in a given market.  

Another separation of the innovation type is made by Christensen (1997) who introduced 
the concept of disruptive innovation, which is derived from the concept of radical and 
incremental innovation according to Schumpeter (1934) and Henderson and Clark (1990). 
Disruptive innovation is innovation that disrupts the market and the competitive situation. 
According to Christensen, all products or services gradually improves over time from 
incremental innovations. However as disruptive innovations are introduced to the market, 
the performance is drastically lower than the existing ones, see Figure 4.  

Therefore market leaders usually miss the threat of an emerging disruptive technology. The 
emerging technology gradually improves from continuous improvement, which results in a 
disruption of the market where the performance level of the new technology exceeds the 
old.  
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Figure 4 The concept of disruptive innovation (Christensen, 2006, p.40) 

2.2 Business and innovation cycles  
Over the terms of history new innovations have come and gone and especially developed 
over time. Similarly to the economical cycles of business and technology is continuously 
developing, where innovation plays an important part in creating the next technology 
available on the market. (Dahmén, 1983).  

The Russian economist Nikolai Kondratieff observed the occurrences of cyclic waves of 
high booms and valleys in the economy. Similarly to Kondratieff’s theory there is an 
occurrence of business cycles in the modern economy (Korotayev & Tsirel, 2010), 
following the pattern of (1) expansion, (2) crisis, (3) recession and (4) recovery (Kondratieff, 
1935).  The first aspect is the expansion of increased production and prices as well as low-
interest rates in the economy. This development is thereafter followed by a crisis and 
ultimately a recession of price-drop and increased interest-rates. The last cyclic step is the 
recovery where the economy recovers leading over to the first step of expansion. Based on 
Kondratieff’s work Schumpeter  (1934) and (1939) continued to develop the theory of 
cycles in business and economy and named the phenomenon. Although Schumpeter’s 
(1939) Business Cycles was his least successful book in terms of sales, it still contributed to 
the theory of economical and business development and innovation (McCraw, 2006).  

In extension of the economic cycles the business cycle and development of new technology 
follows a similar pattern. The improvement of productivity in technology is developed in a 
similar pattern as Kondratieff (1935) identified. Rosenberg (1982) as well as Tushman and 
Anderson (1986) studied this development in more of a business context. Rosenberg’s 
book Inside the black box described the evolution and cyclic manner of technology is 
developed from diversity, continuity, novelty and selection. Technologies such as the 
wheel, steam engine, and automotive industry are technologies that have evolved due to the 
progression of new technology on available on the market. The initiator in this case is the 
wheel that laid the foundation to build upon. Based on this theory Tushman and Anderson  
(1986) further describes the business environment as cyclical, where discontinuities and 
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development of dominant designs are vital components. The technological discontinuities 
introduce a new change that then settles in a dominant design.  

The development and balance of the development of the discontinuities and the search for 
dominant design is expressed as an era of ferment. Similarly, the process of elaboration of 
the dominant design is categorised as an era of incremental change. (Anderson & 
Tushman, 1990), see Figure 5.  

 

Figure 5 Discontinuities and formation of dominant designs (Anderson & Tushman, 1990, p.3) 

The development of new technology is therefore developed in a step-by-step process 
where new technology disrupts the old technology and creates a discontinuity (Anderson & 
Tushman, 1990; Christensen, 1997). As the new technology matures it finally reach the end 
of an era where the technology is yet again discontinued by a superior substitution. The 
innovation therefore cycles between disruptive and radical innovation that transforms the 
market and more incremental changes to the existing dominant design (Anderson & 
Tushman, 1990). Consequently, depending on the innovation discontinuities and maturing 
states innovation cycles in the same manner as the economy (Anderson & Tushman, 1990).  

Utterback and Abernathy (1975) introduced the concept of innovation dynamics and 
identified a separation of focus depending on the stage of development. Initially, the focus 
lies on the formation of a dominant design (Arthur, 1994). The focus lies in product 
innovation until a dominant design is formed. Thereafter the importance of process 
innovation increases. The changing innovation dynamics is presented in Figure 6.  

Figure 6 The innovation dynamics of product/process focus (Utterback & Abernathy, 1975, p.645) 
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Newly introduced products have a high innovation rate and are primarily product 
innovation oriented and stimulated by the need. However as the demand increases in 
parallel to the emergence of a dominant design, the focus and importance of process 
innovation increases. The main benefits in the later state of development are to improve 
the production as well as finding ways for cost reduction. (Utterback & Abernathy, 1975).  

As sated in OECD/Eurostat (2005) report, innovation exists in many forms. Francis and 
Bessant (2005) categorise innovation in four categories: process, product, position or a paradigm. 
A positioned innovation differentiates on the relative position in the market to other 
competitive products or services. In contrast a paradigm-targeted innovation differentiates 
from competition in creating a new way, thus creating a new paradigm for the segmented 
market. Product and process innovation are innovations that are targeted to excel at either 
the product or the process. By focusing the innovation competitive advantage can be 
captured and sustained (Tidd & Bessant, 2009).  

2.3 Growth and adoption of new technology  
Innovation has previously been defined as a novel concept with an impact of improved 
performance (OECD/Eurostat, 2005). In essence the success of an innovation has thereby 
been concretised as successfully growing an innovation in terms of market penetration and 
also to sustaining the market over time.  

There are many factors influencing the potential impact of an innovation. One of the 
fundamental is the context is: the competition and the infrastructure the innovation is 
launched in. This element has been defined as the eco-system for the innovation (Hughes, 
1983; Adner, 2006), i.e. the surrounding environment the innovation exists in. 
Furthermore, in new ventures the customers are a vital part. This has been categorised as 
the customer need and behaviour (Moore, 1999; Rogers, 2003; Osterwalder & Pigneur, 2010; 
Ries, 2011). The culmination of customers adds up to the market for the innovation. In 
new venture creation the ideal initial market is categorised as the target market (Blank & 
Dorf, 2012). However, this market is not always ready to adopt the new technology, 
therefore the target market also have an aspect of readiness in order for market growth 
(Moore, 1999; Rogers, 2003). 

According to Rogers (2013) diffusion occurs when new ideas are invented and diffused and 
thereafter either adopted or rejected by the marketplace. Although the concept is simple, in 
reality diffusing new technology into the market is a challenge. About half of all 
innovations never reach the intended market it was developed for (Tidd & Bessant, 2009). 
A new technology that is diffused in a market usually follows a bell shaped normal curve in 
terms of adoption to the new technology. This is categorised by five characteristics of the 
customers: (1) innovators, (2) early adopters, (3) early majority, (4) late majority and (5) laggards 
(Rogers, 2003), see visualization of the adoption curve in Figure 7. Innovators are the first 
to adopt the new technology and are usually the customers that follow trends and hypes 
closely. The first traction on the market to a larger group of customers are categorised as 
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the early adopters of adopters (Rogers, 2003). In regards to the adoption there is a 
challenge in making the leap from early adopters to the early majority, which is usually 
called the chasm (Moore, 1999). Moore (1999) argues that this challenge can be seen as a 
crack in the normal curve where technology are either adopted or a large scale or rejected 
by the customers, and then fading away. Therefore the toughest part of diffusing an 
innovation is to reach the early majority traction. After the early majority have adopted the 
product or service the rest usually follows. According to Moore (1999) this success or 
rejection is explained by the difference in expectations and demands from the different 
groups. Generally the adopters in the early adopters tend to be more visionaries and the 
ones in the early majority more of pragmatists. The pragmatists buy in on the functionality 
and quality of the product and have therefore less tolerance for mistakes, bugs, incomplete 
interfaces or lack of infrastructure surrounding the product. The very last category of the 
customers are categorised as the laggards, who buys into the company and brand and 
therefore cares less about the actual product itself. 

 

Figure 7 Model of adoption (normal curve) and diffusion (s-curve), modified model from (Moore, 1999, p.10) and (Rogers, 
2003, p.11, 96, 243 & 247) 

The adoption of the new technology is heavily dependant on the type of customer and the 
unique value that the new technology brings (Ries, 2011). According to Rogers (2003) the 
age has little influence in relation the adoption, however some research has shown that 
early adopters are younger and some that they are older. Instead there are other influencing 
factors for the adoption, which can be categorised depending on: (1) socioeconomic status, (2) 
personality variables and (3) communication behaviour (Rogers, 2003). The aspect of 
socioeconomic status is connected to things social status and identification with social 
class. In general people of higher social class are more inclined to try new technology and 
often have the financial potential to do so. Similarly the personality traits are important in 
terms of early adoption. For instance, early adopters are generally more emphatic and less 
dogmatic. For adopting new technology some level of abstractness and uncertainty. 



 

 14 

Consequently the first customers are more inclined to explore the new possibilities.  Lastly, 
the early adopters of new technology are generally more sociable and communicative. 
(Rogers, 2003). This explains the chasm gap between the early adopter and the early 
majority as they are attracted by different values (Moore, 1999). According to Moore (1999) 
many ventures fail in the chasm state and the transition from early adopter to early 
majority. There is therefore a fundamental difference between the types of customers in the 
different states (Moore, 1999; Rogers, 2003).  

The cumulated adoption (market share growth) follows the path of an S-curve, where the 
adoption in an early state has a low derivative. Although as the size of the market grows the 
derivative of the adoption increases that ultimately. In the literature of innovation this 
cumulated growth is categorised as S-curves of diffusion (Rogers, 2003; Tidd & Bessant, 
2009). The concept of adoption empirically tested by Meade (1984), who saw the same 
development of technologies as Rogers (2003) had projected. In addition, Meade (1984) 
identified that the curve could be applied as a forecasting tool for the future adoption of 
technologies.  

As new technologies are introduced to the market, some may disrupt the existing market 
and create a discontinuity. One example is the steam engine has reached its peak in 
adoption as has ultimately been substituted with petrol and electrical engines (Anderson & 
Tushman, 1986). When reviewing the history of technology one can see that the adoption 
curves are followed by new technology created from the traction of old technology (Tidd & 
Bessant, 2009). The new trajectory creates multiple s-curves on top of the curves of the 
prior technologies. The technology shifts due to the innovations has been categorised by 
Christensen (1997) as disruptive innovations. In his theories the disruptive innovations 
disrupts the traction of old technology with a substituting offering that over time exceeds 
the performance of the old technology. Ultimately in regards to growth most innovations 
have a life span until it is disrupted by a better solution. Ultimately this then creates a 
dilemma of either persist with the old technology or bet on the new developing technology, 
which is discussed by Christensen (1997) in The Innovator’s Dilemma. In history, there have 
been many cases of disruptions in the market according Christensen’s (1997) 
argumentation. One case is Kodak, which was disrupted by the movement into digital 
cameras that ultimately removed the market for traditional cameras. In this case Kodak bet 
on the old technology, which ultimately lost. Similarly, the iPhone and the movement into 
Smart Phones disrupted Nokia. In this case, similarly to Kodak, Nokia persisted with the 
old technology too long to face the danger of the new technology with initially lower 
performance.  

In the context of evaluating innovation Christensen’s (1997) work brings up an important 
question. Why didn’t Kodak or Nokia just start to develop the new technology? Although, 
the statement seems today quite straight forward, Nokia and Kodak simply didn’t estimate 
that the technology with much less performance would be a threat. As the author argues 
disruptive innovations have the ability to disrupt the market. However, far from all 
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innovations do so. Ultimately, this links back to the theory of adoption from Moore (1999), 
Rogers (2003) and Tidd et.al. (2009) state that far from all innovations even make it to the 
market. Consequently, this is the problematic context of evaluating innovation, as many of 
the innovations may have seen promising but few became successful.  

2.4 Eco-system and infrastructure of the innovation 
All new innovations introduced to a market are influenced by an eco-system. In this 
research the eco-system is defined as the context and surrounding environment of which 
the innovation is launched in.  

Dahmén (1991) introduces the concept of business eco-systems with a metaphor from 
botany. In the metaphor Dahmén discuss the development of a plant from a seed, which 
starts as a spur under the soil. As seed grows a steam and leaves is developed in relation to 
the development as the roots and a root system to supply the plant with nutrition. The root 
system and the development of the plant are growing in equilibrium or a balanced state. 
Factors in the eco-system can either disturb or drive the process of development of the 
plant. Dahmén argue that the quality of the seed, the weather conditions and the soil are 
examples of factors that influence the development. From the metaphor of the plant 
Dahmén constitute two analytical concepts: structural tension and development block. Dahmén’s 
argumentation about the eco-system is an elaboration of Schumpeter’s (1934) economical 
transformation models. Dahmén argued that Schumpeter (1934) theories are too static and 
focused on equilibriums. Dahmén argued that the business environment and eco-system is 
more dynamic similar to botany, influenced by both positive and negative transformational 
pressures of structural tensions and development blocks. 

Schumpeter (1934) discusses the transformations of the economy and the occurrences of 
macro-economical equilibriums. Based on the Schumpeterian dynamics Dahmén (1991) 
discuss the factors influencing transition in the economical environment. According to 
Dahmén’s finding the positive transformational pressures in the economy are: (1) new 
methods for production and marketing, (2) new products and services better suited to the market, (3) the 
discovery of totally new markets and (4) new sources of raw material or energy sources. In the economy, 
Dahmén argue that these aspects opens business opportunities with a positive 
transformational pressure. Similarly, Dahmén argues that in the economical environment 
negative transformational pressures exist, such as: (1) old methods of production, services and 
marketing are left behind (2) old products and services no longer wanted, (3) the fall of old markets and 
(4) the fall of old raw material and energy sources. Similar to Dahmén’s argumentation, Hughes 
(1983) identified similar tensions and blocks in the electrification of the western society in 
the between 1880-1930. The phenomenon was categorised by Hughes as salient and 
reverse salient in the technological development depending on the rate of development. 
According to Hughes findings a salient is a component of a system with greater rate of 
development than other parts, similarly a reverse salient is a component with much less rate 
of development. Furthermore, Hughes argues that a reverse salient that cannot be mended 
in the existing system is a critical problem and can spur new competing systems.  
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Key success factors for new innovations are to find the unique opportunities in the eco-
system and to utilize them (Christensen, 2006). Consequently, competitive edge is gained 
from transforming the opportunities in the eco-system into strategy, capabilities and 
tangibles faster than the completion. (OECD/Eurostat, 2005). According to Adner (2006) 
the infrastructure and eco-system have a very powerful influence in the success of an 
innovation. Adner (2006) discuss the case of High-Definition Televisions (HDTV), where 
large technology manufacturers have invested a high amount of capital of developing. 
However, it has not been the huge success as the manufacturers have intended. 
Infrastructural implications such as signal compression and broadcasting standards where 
not developed and adopted in time that ultimately reduced the attractiveness of the 
offering.  

2.4.1  The infrastructural  re lat ion to growth 

Over the course of history a few technologies have reached global market penetration. 
Some of these are the Telephone, Radio and the Personal Computer (PC). In a 
comparative study, the Telephone took about 74 years from introduced to reach 50 million 
users (ITU, 1999). Similarly, the Radio took 38 years and the PC 16 years (ITU, 1999). In 
the digital ages, the social media network Facebook took about 3.5 years (Judith & Waters, 
2014) and the mobile application named Angry Birds reached 50 million users in just 35 
days (Judith & Waters, 2014). In these cases the infrastructural readiness have a natural 
relation to the speed of adoption of the various systems and technologies.  

Although the comparison of the Telephone and Angry Birds is not coherent, the 
conclusion that can be made is that the diffusion rates of global adoption are increasing, 
especially for IT solutions. The already existing infrastructures are essential factors for the 
fast diffusion of applications like Angry Birds in the IT sector (Rogers, 2003). In 
comparison the telephone needed development of a completely new infrastructure and 
eco-system to function (ITU, 1999), which reduce the speed of diffusion (Moore, 1999). 
Additionally Angry Bird is a less complex product and is launched in an existing eco-system 
and is therefore likely to diffuse faster in the market (Rogers, 2003). The Internet has 
therefore created an ultrastructure (Vedin, 2004) that enables technologies in sub-ordinate 
infrastructures to diffuse quickly in the market.  

2.4.2  Compet i t ion in the eco-sys tem 

Traditionally the value chain is a physical stage of development going from raw materials to 
a complete product sold to consumers (Porter & Millar, 1985). In the value chain the 
foremost point is the raw material supply (Porter & Millar, 1985), which is less influenced 
by the forces discussed by Porter (2008). The threat of substitution is less evident in the 
beginning of the value chain as raw material often can be used for many appliances (Porter, 
2008). On the contrary it is the customer side of the value chain where the customer 
relationship is the most central aspect (Porter & Millar, 1985). In Porter’s framework the 
most vulnerable part is the centre of the value chain where threats come from all aspects of 
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the framework (Porter, 2008). Consequently the positioning in the traditional value chain is 
essential in relation to the threat from new innovations (Christensen, 1997).  

However, in IT the traditional value chain is less clear and structured. According to Vedin 
(2004) the value chain can be categorised as many layers of infrastructures and value chains. 
According to Osterwalder and Pigneur (2010) the characteristics of the IT sector can be 
structured in many ways: Business-to-Business (B2B), Business-to-Customers (B2C), 
Business-to-Business-to-Customers (B2B2C) and Peer-to-Peer (P2P).  

The competitive situation and environment within IT can therefore vary depending on the 
characteristics of both the venture and the infrastructure and industry it is launched in. The 
eco-system is not only influenced by the infrastructural context and the eco-system a 
technology. Very few innovations are non-competed; therefore the competitive influence is 
an evident impact in the context of eco-systems. Most generally the industry competitive 
forces are reviewed by Porter’s theories (2008) of the forces that shape strategy within an 
industry. Ultimately in the context of innovation the framework gives an insight in the 
attractiveness of the industry and the competitive situation (Porter, 2008). Thereafter the 
strategy is dependant on finding ways to compete in the eco-system, where the main 
aspects are to either differentiate or the compete from economies of scale and from a low-
cost strategy (Porter, 1980). In the context of venture creation, competitive edge is 
generated from being clearly focused towards one of the generic strategies in the eco-
system for the innovation (Porter, 1980; Burns, 2014). Burns also argues that low-cost 
competitiveness often comes from larger investments in order to create the scale needed 
for competing with economies of scale and thereby cost advantage.  

In a traditional industry competitive stability can be generated from ownership of the 
complete value chain according Porter’s (2008) framework. Similarly in IT stability can be 
achieved from the network effects and ownership of the value chain (Evans & Smith, 2004; 
Blank & Dorf, 2012).  

In connection to the infrastructure and the competitiveness, the business model is essential 
to both the growth and competitiveness of an innovation (Tidd & Bessant, 2009; 
Osterwalder & Pigneur, 2010). According to Osterwalder and Pigneur (2010) a business 
model can be defined as how and the rationale behind how companies (1) create, (2) capture 
and (3) deliver value to customers. According to Tidd and Bessant (2009) innovation in the 
business model can create sustainable competitive advantage gains. According to 
Osterwalder and Pigneur (2010) the business model can be defined from the (1) customer 
segmentation and relations, (2) the distribution channels, (3) the partnerships and resources, (4) the 
revenues and costs and (5) the value proposition and the activities to create the value. Business 
model innovation can be categorised as finding new opportunities and advantages from the 
areas described above (Osterwalder & Pigneur, 2010).  
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2.4.3  Technology push and pul l   

Over the years the development of technology and process of innovation has been 
discussed by many. In the literature the technology development process characterised as 
technology push is when technology is developed and then pushed to customers and users. 
Often the technology push process starts from technology and is thereafter consolidated 
with customers. Similarly a development process that is driven by the expressed market 
need is categorised as technology pull from the market demand. (Schmookler, 1966; Mowery 
& Rosenberg, 1979; Rosenberg, 1982; von Hippel, 1988).  

Gambardella and Verona (2012) argue that the literature is highly concentred to 
development originating from internal demand and internal development of technology, i.e. 
technology push processes. However, von Hippel (1988) discusses the potential for user-
generated innovations where customer insights develop the foundation to new innovations. 
The process of opening up the R&D process and relying on external sources for 
innovation is defined as open innovation (Chesbrough, 2005). In a technology pull process, 
open innovation can be influential in gaining understanding of the customers and the 
market insights (Chesbrough, 2005). Von Hippel (1988) expressed the importance of 
customer insights and market understanding to validate the internal assumptions of the 
market. In a technology push process it is easy to rely too much on the own beliefs and 
miss out on changing market trends and needs (Di Stefano et al., 2012). According to Ries  
(2011) there is a growing need for market testing and understanding in the modern 
business environment. Early user and customer insights can reduce the development costs 
and speed up the venture development process (Ries, 2011). However, no development 
process can rely completely on the insights and feedback generated from external sources. 
Therefore, even in a technology pull process the development is concentred to internal 
capabilities and beliefs (Di Stefano et al., 2012).  

2.4.4  Technology readiness  and complexity   

As was discussed in an earlier section, technology can be a constraint or a driver for the 
development of technology. As was discussed earlier the HDTV was decelerated by the 
lack of adequate signal compression and the broadcasting standards (Adner, 2006). 
Consequently this innovation was hurt by the lack of readiness of key components.  
Therefore other than the competition the readiness of the technology can be a constraint.  

In a study of farm innovations the complexity had a clear link to the diffusion of the 
innovations. More complex innovations resulted in a negative advantage due to negative 
diffusion rates. (Kivlin, 1960). Similar results have been identified in other countries 
including Sweden according to Rogers (2003). The readiness of the technology can be 
assessed depending on its complexity as well as the new components and capabilities that 
need to be altered (Ullman, 2010). For instance the development time of different 
technologies is correlated to the complexity and readiness of the technology (Ullman, 
2010).  
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The complexity can also have a direct link to the perceived complexity of the customers. 
Graham (1956) identified that the card game canasta and television diffused in different 
adoption rates in upper and lower socioeconomic classes. The complexity of the 
innovations was a large influence in this difference. Canasta is a detailed and complex card 
game, which needs to be personally explained from other card players. Additionally, it was 
also difficult to master as a player of the game. In contrast, the television is more of a 
simple innovation that only required the user to turn it on. Consequently the complexity of 
the technology is not the only factor in terms of complexity of the innovation. As the card 
game is quite obviously a less complex technological product than the television. The more 
technologically complex or perceived as complex a product or system is, the rate of 
diffusion correlate negatively (Moore, 1999; Rogers, 2003).  

2.5 Customer behaviour factor 
According to Ries (2011) behaviour and need of customers is essential for the success of an 
innovation. Fundamental for innovation is to create value for customers in order to create 
financial value for the company (Ries, 2011; Blank & Dorf, 2012).  

Throughout the history we see a change in human behaviour as a result of new technology 
and adaptation to the surroundings. For instance the electricity and Internet have 
transformed the entire world and the human behaviour. Although these are large changes, 
it has taken many years to adopt these technologies (Rogers, 2003).  

In terms of adoption the behavioural aspect can either be supportive and constraining 
(Rogers, 2003). Arthur (1994) B discuss the importance of path dependency and dominant 
designs. In a dominant design the market has matured and settled on a winning design, this 
has for instance occurred in personal computers and laptops (Arthur, 1994). In the 
computer industry the design has been maturing over time and is now increasingly generic, 
where only features and components are altered. Similarly, path dependency is the 
dependence of already introduced concepts incorporated in user’s behaviours (Arthur, 
1994). Reviewing the case of computers, there is a path dependency in a few key 
components. Although, many promotes the use Dovrak keyboards instead of the 
traditional Qwerty design, the Qwerty keyboard remains as the dominant design (Atkinson, 
2006) because of the path dependency (Arthur, 1994). This example shows the influence of 
path dependency and rooted customer behaviour in the market (Arthur, 1994). Therefore, 
a computer with another keyboard than the Qwerty would probably not sell as well as the 
traditional one due to path dependency of the customer behaviour. In order to change 
behaviour one cannot push the change, according to Lawson and Price (2003), when 
managing change it is important to find a value for the individuals to change their 
behaviour.  

Another example is the Colombian peasant community (Fals Borda, 1960), the new 
innovation of chemical fertilizers was harmful for the evolution. The existing behaviour of 
the users was to pour the fertilizers over the potato seed as farmers had used with cow 
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manure, however this killed the seed that results in a lower growth. Consequently this 
creates a negative influence for the adoption of the new technology of the users; therefore 
the compatibility with existing solutions is an important factor in the context of growth of 
an innovation (Rogers, 2003). Similarly, in order for customers to change or adapt their 
behaviour it is important to find a strong value proposition for customers in order to 
become the winning alternative (Rogers, 2003; Osterwalder & Pigneur, 2010). Within 
psychology and the behaviour of customers there is always a switching cost due to the 
familiarity of a product (Christensen, 1997). Hence it is difficult to compete with a similar 
value proposition as already existing offering without existing brand recognition.  

Due to the traction created by existing solutions and the switch costs that they sustain, 
there is a path dependence created by the existing solutions (Arthur, 1994). In order to 
change the behaviour and the path innovation needs to be or become significantly better, 
which is the foundation for substituting and disruptive innovation (Christensen, 1997). A 
new technology will almost always have lower performance and quality as existing 
offerings. However, due to the traction created by existing solutions the rate of 
development is significantly higher. At a cross-section the new innovations performance 
will exceed the old and be the next dominant player in the market. (Christensen, 1997). In 
regards to the customer behaviour the adoption of new technology is therefore mostly slow 
in the beginning, and growing as more and more starts to use the product and service. This 
is categorised as the rate of adoption of an offering. (Moore, 1999). Altogether the 
behaviour of customers is challenging to change, in order for a product to become a 
breakthrough it needs to be significantly better than existing solutions (Christensen, 1997; 
Thiel & Masters, 2014).  

2.5.1  Customer needs and demands 

In order to change customer’s behaviour there needs to be an additional value of a surplus 
value in the new offering (Ries, 2011).  

Essential to creating a value proposition for customers is to find the need and demand of 
the customers. In this sense there are many form of creating unique value for customers: 
(1) newness of the product, (2) performance, (3) customization, (4) getting-the-work-done, (5) design, (6) 
brand and (7) price (Osterwalder & Pigneur, 2010). In regards to the newness of the product 
this is connected to the new value the product brings to the market, for instance the 
iPhone on the mobile market. Secondly, the performance of the product can suite a 
specific need or demand of the customers and thus create a unique value on the market. 
Also, in this aspect customization and customer’s abilities to modify the product can hold a 
strong value related to the customer need. Furthermore, a central aspect of the product is 
getting the work done, which could be done in various ways. This aspect is connected to 
the incentives for the company to provide customers with what they need. A good example 
of this category is Rolls Royce who sells running engine-hours instead of engines. 
Ultimately their value proposition is tailored around getting the work done and thus 
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satisfying the need of customers as much as possible. Lastly, there are the factors of 
branding and design of the product as well as the price, which can influence the customers’ 
decision in buying the specific product or service. (Osterwalder & Pigneur, 2010). 

2.6 Target market and customer segmentation 
For any innovation there is a target market (Osterwalder & Pigneur, 2010), that ultimately 
is the optimal group of customers for the product or service. In order to attract the 
potential customers, ventures needs to create a solution with a need and value for the 
customers. In the literature of innovations this is usually categorised as a value proposition 
to the customers (Osterwalder & Pigneur, 2010; Ries, 2011). When creating a new venture 
the target market is usually not as generic as entrepreneurs had hoped. According to Blank 
and Dorf (2012) (1) the target market can be categorised from target market, (2) served available 
market and (3) total addressable market. As the author’s argue many new ventures wrongly 
assume that they can reach the total addressable market directly. For a new venture the 
target market is the first served customer and almost always not the same as the later total 
addressable market. (Blank & Dorf, 2012). 

The readiness factor can be expressed in a similar way as the difference between the target- 
and total addressable market. Roger (2003) argues that the last customers to adopt are 
usually not ready to buy in on an undeveloped and completely new product. They usually 
buy well-established brands of good quality that they are familiar with. As Ries (2011) and 
Blank et.al. (2012) argue that it is essential for new businesses and new innovations are to 
find a first target market that wants and loves the new product. As a summation from the 
literature the intended customer segmentation is important in order to find a market that is 
ready for the innovation.   

In order to categorize the customer segmentation, the market type needs to be assessed. 
There are five types of market categories: (1) mass market, (2) niched market, (3) segmented 
market, (4) diversified market and (5) multi-sided platforms (Osterwalder & Pigneur, 2010). 
Firstly, if the venture is directed to a mass market there is little or no need to distinguish 
the customer segmentation. However, for a niched market the market has specific 
requirements that the venture is directed towards to differentiate in relation to other 
offerings. In a segmented market there is different market characteristics inside of the 
market, for instance different industries where the product is applied to, which result in the 
fact the probably different value propositions is needed. In a diversified market on the 
other hand the company serves two completely unrelated customer segments with 
completely different needs and demands. Lastly, the multi-sided market serves two or more 
independent customer segments. An example of this is credit card companies who need a 
large base of both credit card holder and merchants. (Osterwalder & Pigneur, 2010).  

2.6.1  Market character i s t i c s  

In the IT sector there is a formation of a virtual value chain (Rayport & Sviokla, 1995) in 
relation the traditional physical value chain from raw materials to finished products. In IT 
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and the Internet economy it is more complex to define a generalizable value chain concept 
as the Internet consists of many types of infrastructures. According to Vedin (2004) Jon 
Sigurdson first introduced the concept of ultrastructures, infrastructures with many sub-
ordinate infrastructures. Ultrastructures occur in many forms in the IT sector as new 
technologies often introduce new virtual or physical infrastructures and value chains. 
Subsequently, Osterwalder and Pigneur (2010) argue that there are many types of market 
characteristics in the IT sector, the setup can be: B2B, B2C, B2B2C or P2P.  

In the IT sector, similar to the traditional value chain advantage gains can be made from 
ownership of different levels of vertical integration of the value chain (Evans & Smith, 
2004). Specifically in user intensive businesses there is network effects of the cumulative added 
value of new user adopting the technology (Blank & Dorf, 2012). In these ventures the 
value of the platform is directly correlated with the numbers of users of the system.  Evans 
and Smith (2004) argue that the value chain in IT contains all the aspects of Porter and 
Millar’s (1985) framework.  

2.6.2  Attract iveness  o f  the market 

According to Feinleib (2012) the foremost reason why start-ups fail is the evident lack of 
product market fit. Similarly, many companies also fail because of a lack of market 
attractiveness (Ries, 2011). The product market fit is therefore related to the product 
offering as well as the benefits and surplus values of using the alternative (Ries, 2011). 
Essential for new venture creations is therefore to assess the customer segmentations 
(Osterwalder & Pigneur, 2010) and willingness to pay for the product in this segmentation 
(Breidert et al., 2006; Ries, 2011). According to Moore (1999) and Rogers (2003) the 
customers’ value is different in different stages of growth and adoption of the product. 
Consequently, the offering needs to address a large enough market and customer 
segmentation in order to make the leap over this gap (Moore, 1999). Additional to the 
customer willingness to pay is the market size of the targeted market and the total 
addressable market (Osterwalder & Pigneur, 2010).  

In summation the attractiveness of the market is therefore correlated to three major 
factors: (1) the size of the targeted market and the customer segmentation, (2) the surplus value for the 
segmentation, (3) the switching costs and substituting alternatives and ultimately (4) the willingness to 
pay for the offering.  

2.7 Summation of Chapter Two 
To begin with innovation is a phenomenon often discussed in the modern society 
(Janeway, 2012). A generally accepted and explicit definition for the concept does not 
exists. However Schumpeter (1950) has long been considered as the founder of the 
concept. Schumpeter (1950) argues that innovation is an idea successful in a practise, 
subsequently with a market potential and commercial value. Furthermore visionary 
innovations are those that are not founded upon well-grounded best practises and require 
new competences (Abernathy & Clark, 1985). Furthermore Henderson and Clark (1990) 
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argue that visionary innovation is innovations based on novel components and a novel 
concept.  

In terms of evaluation, methods and tools for innovation they focus on the incremental 
changes of innovation and does not completely support visionary thinking. Innovations are 
evaluated in an internal development phase and an external market validation and response 
phase. As stated in the problematization, for visionary innovation it is uncertain of how the 
concept should be evaluated. As visionary innovation is founded upon new concepts, 
components and competences the evaluation method become obsolete. Furthermore, 
essential for the innovation is to increase the understanding of the potential for growth and 
market potential of the innovation.  

According to Moore (1999) and Rogers (2003) growth and adoption of new innovation is 
dependant on the market characteristics. Additionally, they argue that the customer 
perspectives changes as an increasing number of customers adopt the technology or 
product. In the process of growth innovations can be constrained, hindered or pushed 
forwards by key factors, such as the infrastructure, customer behaviour and market 
potential and feasibility.  

According to Adner (2006) the infrastructure is a large constraining or driving factor for 
growth. The characteristics can according to Dahmén (1991) be discussed as the 
progression and growth of a plant: from a seed in the soil into a plant. In Dahmén 
metaphor the seed is affected an influenced by structural constraints, development blocks 
and drivers that either constrain or push the development. Similarly Arthur (1994) 
discusses the eco-system and infrastructure from path dependencies and lock-ins effecting 
the growth and development. According to Porter (2008) in the business environment the 
competitive situation can hinder the progression of growth, but also increase the pressure 
into forming a dominant design (Anderson & Tushman, 1990).  

According to Moore (1999) and Rogers (2003) the customer behaviour is a factor that can 
slow down the speed of adoption. For instance perceived complexity and path 
dependencies of existing behaviours can increase the swishing cost for customers. In sense 
of changing behaviour Ries (2011) argue that the surplus value and need superior to the 
switching costs and barriers to entry are important factors to consider related to growth. 
The behaviour can also be a pushing factor as to formations of new behaviour that creates 
new demands in the market (Ries, 2011).  

The resulting market potential is as previously mentioned dependant on the market 
characteristics (Rogers, 2003; Osterwalder & Pigneur, 2010). For the IT sector the value 
chain and infrastructure cerate company and industry specific characteristics (Rayport & 
Sviokla, 1995). The potential value of the market can furthermore be defined from the 
reachable market size and willingness to pay in the sector (Breidert et al., 2006; Osterwalder 
& Pigneur, 2010).  
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To conclude there are three main aspects that contribute to the progression of growth: (1) 
the eco-system, (2) the customer behaviour and (3) the target market.   
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3 Methodology I: Construction of a framework 
The purpose of this chapter is to present the method for the initial phases of the report, mainly the 
methodology for the expert interviews and validation of the framework. The focus of the chapter is to review 
how the research will be constructed and executed to achieve the desired result and give answers to the 
research questions.  

The presentation of the methodology is divided into two chapters; the first methodology 
chapter will discuss the construction and validation of the framework. In this segment the 
methodology will focus on the literature review, the workshop and the expert interviews. 
The second methodology chapter, presented in Chapter Five, will discuss the methodology 
for the case interviews and how the case studies will be constructed. In the first phase a 
framework to evaluate innovation will be constructed and in the second it will be applied 
on cases within IT.  

3.1 Data collection and research type  
The aim of the research is to dismantle the phenomenon of visionary innovation and how 
it could be evaluated in relation to growth and market adoption. Central for the research is 
to contribute with knowledge addressed to the gap between internal and external 
evaluation of the innovation. Currently, little is written on how to evaluate visionary 
innovation, therefore the research will be of more explorative nature. According to Collis 
and Hussey (2014) there are four research types: (1) explorative, (2) descriptive, (3) analytical 
and (4) predictive. The research type is classified as explorative research according to Collis 
and Hussey (2014), as the research aims to explore a novel concept and to find out what 
drives growth and market adoption of visionary innovation. Generally for explorative 
research, the research is build upon a hypothesis that is tested in practise and interpretative 
in nature (Collis & Hussey, 2014). When the problem of the research is based on a complex 
and also social influence, a case study is a good approach for understanding the 
environment (Yin, 2014). The categorisation of the research is pure research as the research 
aim is to contribute to general knowledge in the field of visionary innovation (Collis & 
Hussey, 2014). The qualitative data collection is done in a few key phases. Consequently, 
the data of the framework will be triangulated between data points (Collis & Hussey, 2014). 
According to Collis and Hussey a triangulation method is optimal for the dismantling 
complex and trivial problem formulation where the solution or framework is induced from 
theory. A triangulation approach is therefore suitable for creating and testing the 
framework. The triangulation will reduce the risk of bias and can therefore increase the 
validity of the research (Polit & Beck, 2010; Collis & Hussey, 2014). In this case the 
research will triangulated from two phases of qualitative data collection. In the first phase a 
framework will be constructed based on theory of innovation and growth and thereafter 
validated and reviewed by expert interviews. The aim of the expert interviews is to review 
the concept and to test the framework. After the framework is constructed and discussed 
in interviews it will be tested on case studies. The overall intent of the step-by-step 
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approach is to validate and get insights from experts, which then are helpful when 
reviewing specific cases.  

3.1.1  The research process  

The research process therefore consists of four major steps: see the process layout in Figure 

8. Firstly, the literature review will create a theoretical foundation and basis for conducting 
the expert interviews and case studies. In the literature review the focus is therefore to 
review the theory of constraints and factors influencing the growth and potential for 
market penetration of new technology. The second step is to conduct expert interviews as 
well as workshops to review the framework, its merits and potential for improvements. 
After the framework is discussed by experts and through workshops, the material is 
reviewed to increase the strength of the framework. This phase is conducted in order to 
create a preliminary framework; this is used to ensure validity in the framework for 
evaluating innovation (Collis & Hussey, 2014). In the last phase the framework is applied to 
cases where the framework is tested practically.  

 
Figure 8 An overview of the research process 

In the first methodology chapter, Chapter Three, the first three phases of the research 
process above will be discussed. The second methodology chapter, Chapter Five, will 
discuss the case studies specifically as well as the research in general. In the second 
methodology chapter the reliability, validity and generalizability of the whole research will 
be discussed. The separation of the methodology chapters is made as the method for the 
construction of the framework and the case studies are separate. The divide of the 
methodology therefore clarifies the choice of method for each of the main data collection 
methods.  

3.1.2  The log i c  o f  the research 

The logic of research can be deductive and inductive (Collis & Hussey, 2014). According to 
Collis and Hussey (2014) deductive research is defined as theory that is validated empirical 
inferences. On the contrary, the inductive studies can be described as theory that is 
developed from specific instances (Collis & Hussey, 2014). With the described research 
process of this research it will be a combination of both inductive and deductive research. 
This research will be mainly inductive as the aim is to induce a framework based on 
theories of growth and innovation. However as the framework is also applied, theory will 
be deduced from empirics. Consequently the research logic is a combination of both 
inductive and deductive research.  
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The methodology for the fourth phase, when the framework is applied to cases is 
presented in Chapter Five.  

3.1.3  Discuss ion o f  pr imary and secondary sources  

According to Collis and Hussey (2014) the division between primary and secondary sources 
is determined by the sources contribution to the research aim. A primary source answer 
directly to the research aim, whereas secondary sources have an indirect relation. The 
distribution between primary and secondary sources is presented in Figure 9. 

To begin with the literature review are the backbone and cornerstone to the creation of the 
framework. Although, as the literature review does not answer directly to the research 
question it is significantly secondary as a data source. In the workshop and expert 
interviews the phenomenon of innovation was discussed, which answers directly to the 
research question. Therefore, this data points are to higher degrees primary. As the 
framework is applied and tested in the case studies and benchmarking studies, these data 
points are predominantly primary sources in this research. All data points have some 
combination of both secondary and primary contribution.  

 

Figure 9 Visualization of the distribution of primary and secondary sources, weighted depending on the contribution 

3.1.4  Stakeholders o f  the research 

There are two central stakeholders for the framework; these are entrepreneurs who create 
the new ventures and venture capitalists that invest in them. In an entrepreneurial 
perspective the desired outcome is to contribute to the knowledge of how innovation can 
be shaped and evaluated leading to growth of the innovation. In a venture capital 
perspective, the desired outcome of the framework is to contribute with knowledge of the 
innovation characteristics and the potential for growth and success of visionary 
innovations.   

3.2 The search and review of literature 
The foundation of this research is anchored in the theoretical framework, specifically the 
characteristics of growth and adoption of new innovation. Furthermore these 
characteristics can prevent or drive growth, which is the focus of the study to review. The 
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sources used in this research are primarily books and scientific articles in the subject. To 
complement and support the case studies press articles from daily newspapers has been 
used. The use of the articles has been to validate data from contemporary sources written 
at that time.  

The search for scientific articles has been conducted from databases such as: KTH Primo 
(the University Library Service), KTH Main Library, Google Scholar, Harvard Business 
Review, Emerald Insights, Web of Science, Wiley, JSTOR, eBrary, OECD Library, 
Eurostat, and SwePub. For the search of newspapers, daily press and scientific press 
Retriever Business has been used as the main search engine with support from Google 
search engine.  

The theory used as a foundation of the framework is primarily based on well-grounded 
theories of adoption and growth of innovation. Thereafter the identified characteristics is 
reviewed in more detail and later applied to cases within the industry.  

The keywords for the literary search included mainly: (1) growth and adoption of new technologies, 
(2) visionary and disruptive innovation, (3) innovations in the IT sector, (4) evaluation of innovation, (5) 
innovation eco-system and (6) innovation diffusion.  

3.3 Development of a framework for evaluating innovation 
The validation phase of the framework will be reviewed with a qualitative data collection 
approach. Qualitative data collection is defined as using interpretive methods to obtain data 
(Collis & Hussey, 2014). This is therefore a more subjective approach and will be heavily 
influenced by the researcher and the methods used. Qualitative studies can partly be viewed 
as a complementary method. For a qualitative research the results are gathered in a 
collective manner rather than a mathematical one (Collis & Hussey, 2014).  

The literature within innovation is used to develop a preliminary framework and hypothesis 
for evaluating innovation, which are then validated by workshops and interviews. To 
strengthen the merits of the framework as well as to increase the reliability workshops and 
interviews will be constructed with industry experts within private equity, venture capital 
and investments and entrepreneurs. The diversity from interviewing a wider range of 
people will assist in ensuring the reliability of the measurement (Collis & Hussey, 2014). A 
few interviews are therefore made with consultants who have more of an outside looking in 
perspective to the topic. The initial workshops and interviews will be of the open-ended 
type, to create a freedom of speech, identify key problems and explore the topic from many 
angles (Collis & Hussey, 2014). Thereafter the focused interviews will of the structured 
type, more precisely semi-structured. Semi-structured methods are suiting for both 
gathering factual information and get insights from discussions (Collis & Hussey, 2014).  

3.4 Methodology for the workshop 
A workshop was constructed in order to supplement the literature review and prepare for 
the in-depth expert interviews. The workshop was therefore conducted before the expert 
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interviews. The desired outcome of the workshop was to increase the comprehensibility of 
the hypothesis and gain insights in how the expert interviews should be conducted. The 
aim of the workshop is to apply the framework on examples and to openly discuss 
evaluation of innovation based on the participants’ experiences.  

The overall agenda for the workshop: (1) review/define innovation, (2) discussion of evaluation of 
innovation, (3) review the hypothetical framework, (4) apply the framework to cases and (5) open 
discussion.  

According to Collis and Hussey (2014) semi-structured approaches are optimal for guiding 
the interviewees or in this case the participants into a topic and then start an open 
discussion around the topic. In the end of the workshop open-ended questions was given 
to explore new subjects and to get the participants’ insights and experience (Collis & 
Hussey, 2014).  

The workshop included a total of seven participants:  

• Business Developers: in life-science, bio-tech and IT (n = 3) 
• Investment Manager: with experience from management consulting (n = 1) 
• Chief Executive Officer: of a pharmaceutical company (n = 1) 
• Students in the last year of Industrial Management (n = 2) 

The participants in the workshop were chosen to create a broad and rich discussion about 
evaluation of innovation. The business developers were selected to give their insights in 
field and industry expertise. Therefore they were all in different fields and not only IT 
oriented, to create a broader analysis of the subject and review the potential generalizability 
and potential delimitations. The investment manager was selected to provide the evaluation 
knowledge and financial standpoint in terms of the valuation and evaluations. The Chief 
Executive Officer (CEO) was selected to get the leadership, venture management and 
execution approach of new ventures. Two students were selected to provide the academic 
angle in the workshop. Henceforth in the empirical analysis and review the workshop will 
be referred to as: the Workshop.  

3.5 Methodology for the expert interviews 
The aim of the expert interviews is to gain new insights useful for strengthening the merits 
of the framework, therefore these interview will be conducted semi-structured with a 
uniform starting-point leading up to open discussions (Collis & Hussey, 2014). The intent 
is to gain non-bias feedback in the area of evaluating innovation in the beginning of the 
interview and then to discuss the framework based on the statements. At the end of the 
interviews the hypothesis of the framework was shown to the interviewees to anchor their 
statements in theory. According to Yin (2014) to reveal the hypothesis early on can reduce 
the reliability of the interviews. Therefore the hypothesis was not revealed until the very 
end of the interview, with the only intent of assuring that key statements were not 
misinterpreted. 
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The outline of the expert interviews was according to the following structure: (1) presentation 
of the research and how the data will be used, (2) discussion on definitions of innovation, (3) discussion of 
growth of new ventures, (4) detailed questions regarding growth and market adoption, (5) examples given 
by the interviewee, (6) discussion of the hypothetical framework and (7) open discussion. The interview 
guide used for conducting the interviews is presented in Appendix II.  

The outline of the interviews is semi-structured where the first four steps are structured 
and thereafter open-ended. According to Collis and Hussey (2014) a semi-structured 
approach is optimal when a hypothesis is established, but not yet fully validated and tested. 
According to Yin (2014) the semi-structured approach is optimal for firstly state the agenda 
and topic for the interview then ease into more discussion and general questions. The 
questions that the experts were asked were of a both an indirect and direct nature (Kvale, 
1997). According to Kvale (1997) combining both indirect and direct questions reduce the 
potential for misconception. In the interviewees the interviewees was also asked to 
exemplify their statements with cases, which also lower the risk of misunderstandings and 
misconceptions (Kvale, 1997). In the end of the interview the interview is summarised and 
the statements given by the interviewee crosschecked with the framework. The purpose of 
the summation is to reduce the potential of misconception and miscomprehension of the 
statements. According to Collis and Hussey (2014), to summarise and recapture the 
statements can increase the reliability of their statements. In order to reduce the influence 
of miscomprehension all interviews was recorded and transcribed (Collis & Hussey, 2014).  

The names of the experts interviewed will not been disclosed in this research. With 
anonymity, controversial topics and examples could be more openly discussed and it will 
support a more open discussion (Yin, 2014). According to Yin (2014) anonymity and 
confidentially can be a good for nuanced picture from the interviews. The anonymity may 
have reduced the level of transparency in the research in general, as the names of the 
interviewees are not disclosed (Collis & Hussey, 2014). However, the anonymity may also 
have increased the nuance and transparency in the statements of the interviewees. As the 
aim is to dismantle the phenomenon of visionary innovations and the characteristics for 
growth, the nuance of the statements is of high importance to the research. The anonymity 
has therefore helped to enrich the discussion in the interviews. However, Yin (2014) and 
Collis and Hussey (2014) also argue that the anonymity can also lead to controversial and 
ethical dilemmas for the researchers if confidential information is revealed that the 
researcher is forced to reveal. However, in this case no sensitive information of personal 
sort was revealed in the interviews, for this reason this aspect is considered low.  

All interviews were recorded with the interviewees’ permission. According to Collis and 
Hussey (2014) recordings of the interviewees makes it possible to revisit the interview data 
multiple times, which increases the quality and certainty of the data retrieval. One 
interviewer was present during the interviews, which made the recordings especially 
valuable. 
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All expert interviewees have senior positions and above 10 years of experience in their 
field. Both of the identified stakeholders of entrepreneurs and venture capitalists were 
included in the interview sample. The interviewees along with their experiences are 
presented in Appendix I. Expert interviewees, numbered from 1 to 7.  

3.6 The reliability, validity and generalizability 
In this section the reliability, validity and generalizability of the validation phase is 
discussed. The discussion of the general reliability, validity and generalizability is discussed 
in the second methodology chapter, in Chapter Five.  

According to Collis and Hussey (2014) reliability refers to the accuracy and precision of the 
measurements of scientific research. Therefore the reliability is related to the potential for 
replicating the research (Yin, 2014). Collis and Hussey (2014) define validity as the extent to 
which the researcher measures what it wants to measure. Consequently the validity is a 
measure of how well the results reflects the phenomena or phenomenon under study (Yin, 
2014). Generalizability or external validity is according to Collis and Hussey (2014) defined as 
the extent of which the research findings can be extended to other samples and contexts, in 
most cases different groups or populations. According to Polit and Beck (2010) the 
generalizability is a measure of the contribution of the research and the broadness of the 
findings.  

3.6.1  Reliabi l i ty  o f  the expert  interv iews 

In Figure 10 a visualization of the implications of the methodology and approach is 
presented. According to Collis and Hussey (2014) the potential to replicate a qualitative 
research is generally low. Because of this the reliability of a qualitative research is often 
lower. For the expert interviews the reliability is estimated to be adequate, as interviewees 
of similar experiences are likely to contribute with similar input. However, the reliability is 
not estimate as high because of the small sampling size of the interviewees. To assure a 
high reliability a broader study should be made. The interviewee sample consists of all the 
identified stakeholders. Because of this the reliability might be increased as the interviewees 
both has solid experiences in the fields that were discussed. According to Collis and Hussey 
(2014) and Yin (2014) the anonymity can lower the reliability because of the lowered 
transparency of the persons that was interviewed. However, as Yin (2014) argues the 
anonymity might also increase the transparency in the interviews and thus contribute to a 
strengthened reliability.  

3.6.2  Validi ty  o f  the expert  interv iews 

According to Collis and Hussey (2014) the validity of a qualitative data collection approach 
is generally high. As the interviewees answer directly to what is measured. However 
Silverman (2001) argue that assured validity is difficult to attain with a qualitative data 
collection approach. Silverman argues that there are often more aspects outside of the 
scope that have implications on the findings. Consequently, the validity is affected. 
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However, for the expert interviews the validity is estimated high, as the interviewee 
constitutes with their experiences and insights in their field. The questions were both 
directly and indirectly. For more complex questions like the factors for growth the 
interviewees was asked indirect questions or asked to give examples. This means that the 
interviewees could first contribute with their experiences, which were then quantified and 
discussed. According to Kvale (1997) a combination of both indirect and direct questions 
assure the interviewer that the person interviewed has understood the question and added 
depth to their response. All interviewees have long-lasting experience in their given fields, 
the strong experience level of the interviewees strengthens the validity of the interviews. As 
previously discussed, the assured anonymity increases the validity as it increases the 
potential transparency in the interviews, which also affect the validity positively 

 

Figure 10 Visualization of the implications on reliability and validity of the expert interviews 

In summation, the small sample size of the interviewees might have implications on both 
the reliability and validity of this research. However, their experience of the interviewees 
gives assurance that the quality of the interviews is high, which may strengthen both the 
validity and reliability. In general terms the validity of the expert interviews is estimated to 
be quite high and the reliability somewhat lower.  

The generalizability and the reliability and validity of this research will be discussed in 
Chapter Five.  
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4 Constructing of a framework  
The purpose of this chapter is to construct a framework for evaluating visionary innovation in the IT sector. 
Initially, the framework is constructed primarily on the theoretical framework, which are then validated 
from workshops and interviews. The empirical data, will therefore contribute to evolving the framework 
before analysis is made on actual cases.  

The framework is constructed based on both the theory presented in Chapter Two and the 
workshop and expert interviews. The purpose of the expert interviews is to validate the 
literature review and contribute with insights based on their experience.  

4.1 Elements for evaluating innovation 
The most fundamental aspects of innovation upon which the framework is created can be 
categorised as: (1) the eco-system for the innovation, (2) the customer behaviour in relation to the product 
and (3) the target market, see Figure 11.  

 

Figure 11 A framework for evaluating innovation 

The first parameter in the framework is connected to the eco-system and infrastructure of 
the innovation (Adner, 2006). Dahmén (1991) discuss this parameter in a metaphor from 
botany with influences from external and internal factor such as structural tensions and 
development block that can hinder the progression of the plant. Similarly, sunlight, water 
and nutrition drive the development of the plant. Similarly, Arthur (1994) discusses the 
path dependencies and lock-ins in the development and progression of innovations, which 
create barrier for others. Similarly, Rogers (2003) discuss this phenomenon form more of a 
customer angle, where the lock-ins can also be behavioural. However, Hughes (1983) 
discuss the lock-in factor from an infrastructural view where existing solutions steer the 
trajectory of growth of systems and innovations. Similarly, Andersson and Tushman (1990) 
and Christensen (2006) discuss the continuous introduction of continuities in the economy, 
which create disruptive innovations that are then further developed into dominant designs. 
The infrastructural and competitive implications can have hindering and driving influences 
for growth (Porter, 2008). Another central aspect is the technological readiness (Rogers, 
2003; Adner, 2006; Ullman, 2010), the infrastructure around the innovation (Hughes, 1983; 
Adner, 2006). The characteristics of the eco-system are also influenced by the context of 
the venture and the infrastructure: B2B, B2C, B2B2C and P2P setup (Osterwalder & 
Pigneur, 2010).  
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The second category is the target market, which is the optimal market for the new 
innovation and offering. The growth of the market is dependant on the readiness of the 
initial market to adopt the technology (Rogers, 2003). According to Blank and Dorf (2012) 
market growth is a result of the customer segmentation and the realised user base of the 
innovation. Consequently, the innovation is dependant on the users that adopts the 
technology and the potential to evolve and expand the user base over time (Rogers, 2003). 
Therefore the market size (Blank & Dorf, 2012) as well as the willingness to pay (Breidert 
et al., 2006; Ries, 2011) for the product is important aspects of the market potential. For all 
new innovations there is a transition from an initial market into a majority market (Moore, 
1999). According to Moore (1999) and Rogers (2003) there is a change in characteristics of 
the customer between these stages: categorised as the chasm. Consequently the market 
segmentation and the market characteristics is important in order to assess the market 
potential and assessment for growth (Osterwalder & Pigneur, 2010).  

The third element of the framework is the customer behaviour perspective related to the 
new product or service offering. The existing customer behaviour can be a constraint in the 
diffusion of the new technology (Rogers, 2003). This has been seen in the challenge of 
diffusing a new kind of keyboard to computers and electronics (Adner, 2006). As the 
Qwerty is the existing dominant design it takes a large change to transform potential 
customers into using a different system (Arthur, 1994). The cost physical or psychological 
of customer to change into a new system can be a constraint to the growth of new systems 
(Rogers, 2003; Blank & Dorf, 2012). In order to change the behaviour of customers Moore 
(1999) and Rogers (2003) argue that the solution needs to address a demand and create a 
surplus value for the customers. Similarly, Ries (2011) discuss the customer pain as a driver 
for change. In the eco-systems there is constraining aspects, similarly in the behaviour of 
customers there is such as lock-in, path dependencies and dominant designs that delimit 
the possibilities of the innovation (Arthur, 1994). According to Rogers (2003) the 
familiarity of existing solutions can be a constraint into using new systems. Essentially the 
customer behaviour related to growth is dependent on the level of change of behaviour, 
the surplus values and the benefits of the new behaviours with the innovation. 

4.1.1  Defini t ions o f  the main e l ements  

• The eco-system is defined as the environment and infrastructure a new innovation is 
developed in, specifically the competitive environment, technological readiness and 
influences of the industry and infrastructure.  

• The target market is the optimal market for the innovation, which is depending on the 
customer segmentation and the benefits of the offering.  

• The customer behaviour is defined as the influence of the behaviours from existing 
behaviours to new behaviour depending on the need and demand of customers.  

4.2 The eco-system element 
An essential factor for growth is the eco-system (Rogers, 2003; Adner, 2006). Dahmén 
(1991) described the influence of the eco-system from the metaphor of a plant growing in 
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the soil, which are affected by external factors that either drive of constrains the growth, 
such as structural tensions and development blocks. According to Hughes (1983) the 
constraints can be categorised as salient and reverse-salient in the progression of the 
technology. Interviewee 2, 3 and 6 discuss these characteristics as positive and negative 
drivers hindering and driving growth of innovations. The eco-system is dependent on three 
aspects: (1) the infrastructure, (2) the technology and (3) the competitive environment, see Figure 12. 

 

Figure 12 The eco-system element for growth of new innovations 

The infrastructural factor 

The characteristics of the infrastructure play an important role in terms of growth (Adner, 
2006). As seen in the example of the HDTV the infrastructural implications can have 
constraining affects of the growth and surplus value of innovations. According to Interviewee 
1 and 3 the infrastructure in IT can have different characteristics depending on the type of 
venture and the industry. According to the interviewees the complexity and level of 
maturity is important factors to consider when applying change in the infrastructure. 
According to Rogers (2003) an already exiting and supporting infrastructure can facilitate 
fast growth of innovations, as seen in the recent gaming companies like Angry Birds speed 
of adoption that reached 50 million users in just 35 days (Judith & Waters, 2014) compared 
to the telephones diffusing to the same level of adoption in 74 years (ITU, 1999). 
Therefore the positive or negative support of the infrastructure has a clear correlation to 
growth. 

Due to the importance of the infrastructure the level of change is another important aspect 
to consider. The Interviewees 2 and 3 discussed the US online retail solution of groceries 
called WebVan. In their opinion WebVan tried to change the infrastructure of online retail 
and invested heavily into the infrastructure and supporting technology. However they had 
lost track of what the customers wanted, which ultimately rendered the infrastructure they 
had built useless (Keh & Shieh, 2001). Similarly, the Interviewee 2 and 6 discuss the Swedish 
e-commerce venture called Let’s Buy It. In that case the venture had according to the 
interviewees put too much focus on the benefits and needs of customers and had totally 
forgotten about the infrastructural implications and the partnerships needed to support the 
solution and consequently they lost track of the importance of the infrastructure. 
Additionally, as discussed in the case of mobile gaming applications such as Angry Birds, 
new infrastructures created by other technologies, in this case the smart-phones can give 
new solutions positive support (Rogers, 2003). According to Vedin (2004) IT is peculiar as 
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it in many instances is a ultrastructure of many infrastructures and sub-infrastructures. 
According to Interviewe 5 in the case of smart-phones, Apple computers iPhone was 
connected to the mobile infrastructure. Howver it also created new infrastructures of App 
Store and applications and iTunes of music streaming. In this case iPhone did not change 
the total infrastructure, but the infrastructure and user experience for the customers. 
Owenership of the sub-level infrastructure created new revenue streams, which according 
to the interviewee contibuted to its success.  

Most interviewees discussed the potential implications of new laws and regulatory 
pressures as a potential limitation for new ventures. According to Interviewee 1 and 6 laws 
and regulatory are often rationalised after the venture has gotten traction. Therefore the 
implications of this aspect are often a considerable constraint. However, laws can also open 
up for new business opportunities.  

The technological factor 

The technology of the new venture is an important aspect according to Moore (1999), 
Rogers (2003) and Ullman (2010). Ullman (2010) discuss the complexity and readiness of 
technologies as an important aspect for new innovations. Similarly, Adner (2006) address 
the importance of assuring that all the components and systems are ready in the eco-system 
to support growth of the innovation. The technological readiness addresses the main 
technology upon which the innovation is based on. According to Interviewees 2, 3 and 6, e-
commerce of groceries is a great example of this. Modern online retail offerings of 
groceries such as Linas Matkasse and Mathem.se have created offerings of already pre-
selected grocery bags (with recipes) that customers can by. Because of this the retailers 
avoid the complexity of having to pack-to-order and can deliver the stocked items to 
customers thus reducing the complexity of the system. However, new packaging solutions 
to store the items at the customers before they pick them up are crucial in order to assure 
the quality of the goods.  

Rogers (2003) also discuss the importance of the complexity of the technology and the 
perceived complexity. Similarly, customers can also perceive the offering as more complex 
or of less value if the value proposition is not correlating with the target market 
(Osterwalder & Pigneur, 2010).   

The competitive environment 

All interviewees discussed the competition as an important factor to discuss in relation to 
growth. Porter (2008) discusses the competitive environment from the threats in the 
competitive sphere and the implications from the value chain in the five forces that affect 
the strategy. According Theil and Masters (2014) competition is often seen as a negative 
driver as it delimits the ventures potential margins. However, Interviewee 3 discussed the 
importance of positive competition. In the interview the interviewee discussed the case of 
PalmPilot, which was an early technology and concept similar to the modern iPad. This 
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technology was when launched the first of its kind. A few potential rivals created similar 
technologies but no challenged the concept further, which could result in a dominant 
design. Anderson and Tushman (1986) discuss this phenomenon from iterations and 
variations that ultimately leads to a dominant design. According to Interviewee 2 PalmPilot 
therefore was not challenged into creating a winning dominant design by competitors. 
Interviewee 2 and 3 further discuss this phenomenon from the case of online retail of food. 
In the Swedish market many solutions and variants are forming in the segment such as pre-
selected grocery bags, store pick-up and customer selections. In Andersson and Tushman’s 
(1986) theories this competition helps to understand the customers and to form a 
dominant design. According to the interviewees in a battle for the winning standard and 
the dominant design is evident. In the case of the Videocassette Recording (VCR) the 
winning design was the one that had the best support of the customer behaviour (Arthur, 
1994), which links over to the customer behaviour element.  

4.3 The target market and customer segmentation 
So far the eco-system and the customer behaviour element has been addressed. To grow an 
innovation it is important to know what the potential of reach for the innovation are. All 
interviewees pointed out the size of the market as an important aspect to consider when 
reviewing an innovation. In the start the target market usually is a smaller group of 
customers that slowly reaches the total addressable market as it is adopted (Rogers, 2003). 
According to Blank and Dorf (2012) this progression can be explained from the 
progression from the target market to the total addressable market. Similarly, Moore (1999) 
and Rogers (2003) this progression is related to the diffusion of the innovation from the 
early adopters to the early and late majority. The target market element is dependent on 
three categories: (1) the market characteristics, (2) the customer segmentation and (3) the 
attractiveness, see Figure 13. 

 
Figure 13 The market potential element for growth of new innovations 

The characteristics of the market 

According to Osterwalder & Pigneur (2010) the market setup of B2B, B2C, B2B2C and 
P2P affect the characteristics of the market and the growth the innovation. The 
characteristics of the market therefore vary depending on the setup.  

According to Moore (1999) and Rogers (2003) the level of change and maturity and the 
characteristics of the market segment have a clear correlation to growth. The expert 
interviewees validate this as they all expressed a correlation between the speed of diffusion 
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and the maturity of the market. In the example of e-commerce of groceries the market is 
mature, as it generally has not changed that much over the years. In this aspect the 
customer behaviour is a clear influence in the potential of growth of the innovation 
(Moore, 1999).  

All interviewees expressed the importance of the size of the market of which the 
innovation is addressed. However, most interviewees also made the distinction that most 
ventures never reach a total market adoption similar to Moore’s (1999) and Rogers (2003) 
theories.  

The customer segmentation 

In order to assess the potential market size and attractiveness of the market the customer 
segmentation needs to be addressed (Osterwalder & Pigneur, 2010). According to 
Osterwalder and Pigneur (2010) the customer segmentation can be categorised form: (1) 
mass-market, (2) niched market, (3) segmented market, (4) diversified market and (5) multi-sided 
platforms. As the customer segmentation further delimits the market, the customer 
segmentation is closely related to the market characteristics. However, in the customer 
segmentation the focus lies more on the customers and their characteristics such as 
demographics, income, age and so fourth (Osterwalder & Pigneur, 2010).  

In all ventures there is an ideal group of individuals to optimally target, such as the target 
market for the innovation (Ries, 2011). In essence, the target market answers the question 
of: whom are we solving this problem for? (Osterwalder & Pigneur, 2010). According to 
Ries (2011) the foundation to a successful start-up is a clear understanding of whom the 
venture is solving the problem for and what they value.  

According to Interviewee 3 and 6 the gap between the targeted market and the total 
addressable market is interesting to discuss in terms of growth of an innovation. As most 
ventures start with an initial target market and then hopes to increase the adoption to a 
high extent (Blank & Dorf, 2012). According to Interviewee 1, 3 and 6 many ventures in the 
IT sector aim for scale and to quickly reach the total addressable market. As a consequence, 
they generally set a low price (or for free) in order to realize the growth. According to 
Interviewee 1, 4 and 6 ownership of users can in the IT sector generate value in terms of 
classified ads on the platform. According to Interviewee 6 one modern example of this is 
Facebook that could benefit from the scale of the platform in a later state.  

The attractiveness of the target market 

The attractiveness of the market segment is dependant on the potential of return of the 
system. To begin with, the willingness to pay of the customer segmentation measures 
customers’ desires to pay for what is offered to them (Breidert et al., 2006). The willingness 
to pay therefore is a testament to the interest in the system. Furthermore, the ability to pay 
of the chosen customer segmentation is a financially important factor (Osterwalder & 
Pigneur, 2010).  
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Additionally, in some IT ventures the benefit of the offering can be generated from the 
scale of the system and the number of users (Osterwalder & Pigneur, 2010). In that case 
the value of the system is driven from the ownership of the platform (Evans & Smith, 
2004). In particular IT ventures can create network effects and barriers to entry, which 
protect their niche in the market segmentation (Blank & Dorf, 2012).   

4.4 The customer behaviour element 
According to the Lean Start-up thinking the customer needs and demands are essential for 
the growth and success of new ventures and innovation concepts (Ries, 2011). To further 
precise this concept, the challenge for new innovations is to find support form the existing 
behaviour and change them into a fit for the new innovation (Rogers, 2003). Fienlieb 
(2012) argue that the most common reason to failure is the product market fit, and 
consequently the fit of the new technology into the customers existing behaviour and 
needs. For visionary innovations it is in most cases difficult to ask customers directly in for 
example market surveys, in that sense understanding of the customer behaviour is 
important (Moore, 1999; Rogers, 2003; Blank & Dorf, 2012). The customer behaviour 
element is dependent on three categories: (1) the existing behaviour, (2) the needs and demands 
and (3) the switching costs, see Figure 14.  

 
Figure 14 The customer behavioural element for growth of new innovations 

The existing customer behaviour 

According to Moore (1999) and Rogers (2003) the characteristics of the potential 
customers has a correlation to the speed and potential for the customer to adopt. 
According to Rogers (2003) conservativeness and resistance to change of the targeted 
customers have natural constraining implications of growth. Furthermore Moore (1999) 
argue that the friction in changing customers behaviour often is realised in the critical state 
between the early adopters of the technology and the early majority. Moore (1999) argue 
that it is relatively easy to get initial traction from the happy few, but a slim number of 
ventures makes it to a larger market. Therefore the understanding of the customers’ 
behaviours is important in order to attract a wider audience. Rogers (2003) argue that the 
characteristics of customers that adopt new technologies early and those in later stages are 
different and have different needs, demands and perspectives. Customers that often are 
those that adopt technologies early are those of high social status and that are curious of 
new technologies, those in the later stages are usually those who buy in on the brand and 
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quality of well-known technologies. Therefore targeting the later segment will likely 
influence the changes of scaling and growing the concept (Rogers, 2003).  

According to Moore (1999) and Rogers (2003) the level of change of the behaviour is 
crucial to create an understanding of the potential for growth. According to Interviewee 3 and 
7 express that the level of change of the behaviour is directly linked to the costs, tangible 
and intangible, for changing the behaviours. Consequently according to the interviewees a 
clear understanding of what values the innovation brings is important in order to create 
sufficient incentives of changing customers’ behaviours. Additionally, according to the 
seven expert interviewees the target customer for the innovation is important to consider. 
Often ventures launch their product without knowing the customers existing behaviours, 
which result in a high gap in the product market fit according to Fienlieb (2012). According 
to Interviewee 5 to attract a partner early in the stages of development are important in order 
to gain further understanding of the customers existing behaviour and the fit of the 
product. Similarly Interviewee 7 argues that many start-ups also focus too much on what the 
customers tell them that they loose sight of their vision for what to contribute create. 
Therefore it is important to continuously perfect the value proposition in relation with the 
targeted customers and their specific needs (Osterwalder & Pigneur, 2010).  

According to Arthur (1994) the Videocassette Recorder (VCR) battle is a good example of 
the implication of the customer behaviour related to growth. According to Arthur (1994) 
two alternatives was battling for becoming the global standard: the VHS and the Beta-
format. According to Arthur’s argumentation the qualities of the technologies was similar. 
However for the VHS format the recording length was longer than for the Beta-format. In 
the eco-system of television, movies have an average length about two hours. For the Beta-
format recording of a regular movie required two cassettes and thus a swap in the middle 
of the movie. For the VHS a movie could be recorded on one cassettes with no 
requirements to change disks in between, which results in a customer inconvenience.  

The needs and demands of customers 

Osterwalder & Pigneur (2010) discuss the value proposition in related to the target 
customers. Furthermore in the Lean Start-up thinking Ries (2011) the assessment of the 
needs and demands are fundamental in order to find traction for the innovation. Interviewee 
3 discusses the importance of understanding the surplus values of the offering to match 
that with the needs of the potential customers. Often customers are not explicitly aware of 
their pain until a better alternative is present (Ries, 2011). Interviewee 7 further elaborates 
that the surplus value needs to exceed the potential switching costs of customers (tangible 
and intangible) in order to create a sufficient need for the customers.  

In Ries (2011) and Blank and Dorf’s (2012) argumentation the customer pain is an essential 
factor for understanding the value proposition and the contribution of the venture. 
Furthermore Ries (2011) argue that without any explicit pain of customers, the venture has 
low chances for growth. According to the interviewees, the value of the potential offering 
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is directly linked to the pain customers feel about their existing behaviours. Similarly, Thiel 
and Masters (2012) argue that in order to change customer behaviours the new solution 
needs to be ten times better than the existing solutions. Although the numerical value is 
difficult to estimate, the interviewees and other theories validate this claim. According to 
Moore (1999) and Rogers (2003) discuss that customers in general are quite satisfied and 
happy with their existing solutions and in most cases set in their ways and thus resistant to 
change.  

The switching costs 

As previously touched upon the switching costs for the customer segmentation to change 
their behaviour is ultimately a constraining factor. According to the interviewees and 
theory, high switching costs result in a lower diffusion rate (Rogers, 2003; Blank & Dorf, 
2012). For potential customers there are both tangible costs and intangible costs to 
consider (Rogers, 2003; Blank & Dorf, 2012).  

In terms of the market potential the switching costs are a potentially constraint in the 
growth of new innovations.  

According to Interviewee 7 the innovation creates a high surplus value, with low change of 
behaviours and switching costs it can create new behaviours. According to Interviewee 4 the 
iPhone is a great example of such an innovation, in general it did not change how you place 
calls. However the iPhones changed a lot of how the phone is used and opened up for new 
possible opportunities of using users and sub-contractors as innovators to excel the 
functionalities of the phone. According to von Hippel (1988) Chesbrough (2005) 
argumentation the iPhone is a good example of where the behaviour of customers and the 
infrastructure created can spur new opportunities both for the customer and for the 
innovator. According to Interviewee 5 the growth of new behaviours in an eco-system can 
also become potential business opportunities. In this argumentation the industry growth-
rate is an example of a measurement of the traction of new behaviour in a market.  

4.5 Constraints and drivers in the framework  
According to Dahmén (1991) the progression in business is linked to structural tensions, 
development blocks and also the drivers that push change. Similar identifications have been 
made in the framework as the elements are linked together.  

According to the interviews with the interviewees, identifications have been made 
regarding the level of effect of the constraints and drivers. In the discussion with Interviewee 
2 and 6 and the example of Let’s Buy It the constraint of infrastructure became a severe 
constraint as it had a clear connection to the surplus value delivered to customers. As the 
constraint meant that the company could not deliver according to the value proposition 
that was promised it had a severe implication. Similar to Let’s Buy It the example of 
WebVan further visualize this cross-linkage between the elements. In this case the 
correlation between the infrastructure and the value proposition and surplus value was 
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negatively supported. In the case of e-commerce of groceries that was discussed by 
Interviewee 2, 3 and 6 solutions like preselected grocery bags; reduce the complexity of the 
infrastructure and eco-system that then act as a driver. Similarly in the interview with 
Interviewee 2 the example of Skype was discussed. Skype had complications of lower call 
qualities and other constraints, however Skype utilised a freemium business model of both a 
free and premium alternative. This made the surplus value higher for Skype than other and 
more costly alternatives. Consequently, the level of severity of the potential constraints was 
therefore reduced, which enabled potential of growth according to the interviewee.  

In each of the elements there are potential constraints and drivers that either increase or 
decrease the speed of adoption. The approach to mending these constraints are thereafter 
what can enable increased growth.  

4.6 Innovation cycles in the framework  
In the Figure 15, arrows are drawn to simulate the flow and path of the innovation in the 
elements. As have been discussed in the review of literature, technology push is categorised 
as internal technology that is launched into the market. This makes up the first arrow in the 
framework. Thereafter the development of new customer behaviour sums up to a market 
pull for the new behaviour, which ultimately creates a market pull for the offering. Thirdly, 
the market that is developed creates a potential for businesses to exploit the growing 
market. Ultimately this then creates a technology pull for new technology.   

 

Figure 15 Visualization of innovation cycles in the framework 

In general innovations either spur from novel customer understanding or development of 
new technologies (von Hippel, 1988). In the interviews with the expert interviewees a 
connection was identified in the correlation between the introduction of new innovations 
and the push en pull phenomenon. Technological innovation created in an eco-system 
needs the support of the element as well as positive correlation with the customer 
behaviour in order to achieve a market potential. In the examples of WebVan the 
innovation lacked support from the customer behaviour, which ultimately resulted in 
failure. Similarly, technological driven innovations such as Skype that have gotten traction 
and support of the customer behaviour increase the chances of growth. According to 
Rogers (2003) the level of change that the innovation results in is therefore important in 
relation to growth.  
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According to von Hippel (1988) innovation can also spur from customer focus and the 
expansion of new behaviours. A case that was discussed with many of the interviewees was 
the expansion of social media. The market formation of Facebook created new customer 
behaviours of instant messaging and social networking. The behaviour that was forming 
created new opportunities for innovations like LinkedIn and Instagram. Furthermore, the 
behaviours created by those solutions led to new solutions like Snapchat. Ultimately, the 
behaviour generated behaviours that were capitalised upon by Selfie-Sticks. Similarly, 
technological changes like disruptive innovations occur as the new products better support 
the needs and demands of the targeted segment (Christensen, 1997).  

4.7 The framework for evaluating innovation 
The focal point of the framework is the three main elements: (1) eco-system, (2) the customer 
behaviour and (3) the market potential. Thereafter other influencing factors have been added to 
the framework, the complied framework is presented in Figure 16.  

 

Figure 16 A proposed framework for evaluating innovation 

4.7.1  The business  model  and market ing inf luence  

According to Interviewee 1 and 3 the marketing influence is an important aspect in the 
progression from supported customer behaviour into a formation of a market, i.e. a 
venture with market potential. According the interviewees larger enterprises therefore have 
a natural competitive advantage of using financial muscles for marketing. The marketing 
aspect is in this case considered as a prerequisite and factor in terms of executing the 
venture. However it has a high importance in the stages of the development and growth of 
the venture.  

Similarly, the business model was discussed by a large number of the interviewees. 
According to Osterwalder & Pigneur (2010) the business model is a dynamic and 
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progression backbone of new ventures. In this framework the business model is a result of 
the driving and constraining factors in the three elements, therefore it has been placed 
above the three elements. According to Osterwalder & Pigneur (2010) other than the three 
elements: the business model should contain the revenue streams, cost structure, 
partnerships and distribution channels.  

4.7.2  Prerequis i t es  for  the innovat ion 

Throughout the research a few essential prerequisites have been identified, most of which 
is categorised as delimitations of the study. Those aspects are the internal competences and 
capabilities of executing the innovation concept. Specific aspects could be the 
innovativeness and the internal teamwork. The internal aspects have been categorised as 
prerequisites of the framework. In addition the potential of funding the innovation concept 
is also considered as a prerequisite. This could potentially be cause of trends and potential 
of explaining the venture, which consequently is considered a prerequisite. Further 
prerequisites are the laws and regulations, which often can act as constraints in the eco-
system. The aspects of prerequisites have been included in the framework in Figure 16.  

4.8 Assessment of the market potential  
According to the literature the market potential is dependent on four factors: (1) the size, (2) 
the surplus value, (3) the switching costs and (4) the willingness to pay for the offering.  

According to all interviewees an essential factor for the market potential is t the size of the 
market. According to Interviewee 7 many start-ups fail because they are targeting a too small 
or wrong customer segmentation and market. In the interview with Interviewee 2, 3 and 7, 
the industry growth rate is also an important factor to consider as it continuously increases 
the market size over time. Although Interviewee 6 pointed out that start-ups are often eager 
into targeting too large market as their customer segmentation. Depending on the gap 
between the target market and the total addressable market (Blank & Dorf, 2012) the 
venture therefore have a normalised market size for their product which is defined as the 
reachable and realistic market sizing. In the interview with Interviewee 1 and 7 the surplus 
value must exceed the switching costs and limitations of potential customers to start using 
the system. Therefore the two factors of surplus value and switching costs have been 
purposely placed as a fraction of one another. In this sense, an increased surplus value and 
lower switching cost should result in an increase potential for growth according to the 
interviewees and literature. The last component of the equation is the willingness and 
ability to pay as well as the frequency is important aspect to consider when measuring the 
market potential and potential for profitability (Breidert et al., 2006). In Equation 1 a 
formula for measuring the market potential is presented based on the three identified areas 
for consideration.  

Based on the interviewees and on the literature review and function has been constructed 
to visualize the implications of the elements, see Equation 1. The function or equation is 
conceptual and used as a frame of reference for the analysis of the case studies.   



 

 45 

Equation 1 A proposed function for estimating the market potential 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
𝑇𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡

𝑇𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡 ,
𝑆𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒
𝑆𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠 ,

𝑊𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦
𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛  

As been identified in the empirical analysis of the interviews and the literature the resulting 
market potential is a function of three main aspects. To begin with the gap between the 
target market and the total addressable market objectify the level of expansion needed to 
successfully grow the venture. This fraction identifies the boundary of growth for the 
innovation. Similarly, constraints and negative drivers can also delimit the target market and 
the customer segmentation that sees value in the offering. In the case of mass-market 
ventures such as social media and platforms, the distinction between target market and the 
total addressable market is less evident. However, the driver in those cases is value from 
the number of users.  

In order to create the prerequisites for growth the fraction between the surplus value and 
the switching costs, which is supported by both the empirical findings and theory.  

In the interviews with the experts the willingness to pay was discussed by many. In the 
specific case of social media the fraction proposed is not applicable. However, for 
consumer-focused innovations the fraction presented gives estimation to the attractiveness 
of the chosen segmentation. Depending on the chosen customer segmentation the ability 
to pay vary. In terms of the fraction choosing a target market with an increased willingness 
to pay naturally improve the market potential.  

4.9 Summation of Chapter Four 
Based on the theoretical review, the workshop and expert interview conducted, a 
framework for evaluating visionary innovation has been comprised. The main 
characteristics of the framework are the predominant aspects that influence the potential 
for growth. The main elements of the framework have been concentrated to: (1) the eco-
system, (2) the target market and (3) the customer behaviour. The sub-categories of these 
elements are presented in Table 1.  

Table 1 The main elements of the framework 

Eco-system Target market Customer behaviour 

Infrastructure Characteristics Existing behaviour 

Technology Customer segmentation Needs, demands & surplus values 

Competitive environment Attractiveness Switching costs 

 

The eco-system is defined as the environment and infrastructure a new innovation is 
developed in, specifically the competitive environment, technological readiness and 
influences of the industry and infrastructure.  

The target market is the optimal market for the innovation, which is depending on the 
customer segmentation and the benefits of the offering.  
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The customer behaviour is defined as the influence of the behaviours from existing behaviours 
to new behaviour depending on the need and demand of customers.  
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5 Methodology II: Case studies  
The purpose of this chapter is to present the method for the later phases of the research, the methodology for 
the case studies that are conducted. The focus of the chapter is to discuss how the case studies will be 
conducted as well as the resulting implications it will have on the reliability, validity and generalizability of 
the research.  

Similarly to the framework validation phase a case study was constructed with a qualitative 
data collection approach (Collis & Hussey, 2014). The aim of the case study was to review 
and validate the framework from case studies of both success stories and failures. Case 
studies as a validation method is especially useful when the concept is new and under 
development (Yin, 2014). The purpose of the case study is also to review both successful 
innovations as well as not so successful ones, this in order to fulfil both the perspectives of 
the evaluation.  

The case studies reviewed in the research are of visionary nature and is addressed to a large 
total addressable market with global potential. The case studies reviewed can be considered 
as visionary innovations as they disrupt existing competences and concepts (Abernathy & 
Clark, 1985). The cases have also been selected as they have a similar benchmarking 
company in the same industry. In that sense the influence of the industry can be reduced 
and the focus then lies on the innovation and solution of the venture.  

5.1 Methodology for the case-studies and case interviews 
The aim of the case studies is to validate the framework from a less theoretical angle. 
Therefore the focus of the case studies was to measure the companies from a practical 
perspective. In this phase of the study the questions will be asked in a structured layout 
(Collis & Hussey, 2014) where generic questions is prepared for the interviews. The main 
questions used for conducting the interviews will be presented in the end of the 
construction of the framework chapter. According to Collis and Hussey (2014) a structured 
interviewing method is good to get uniform data collection from the interviews. In these 
interviews the desired outcome is to test the merits of the framework, therefore a more 
generic interviewing method was constructed. In some cases, such as the questions 
regarding the infrastructure the questions could not be asked in a direct approach (Kvale, 
1997). In these cases the interviewees was asked to give examples clarifying the situation 
and statements. In a structured interview it is important to avoid the use of leading 
questions (Kvale, 1997), therefore the nature of the questions of an indirect approach 
where the interviewee was forced to explain with examples. The interviewee guide that was 
used for conducting the interviews is presented in the second segment of Appendix II.  

The empirical analysis of the case studies will be aimed at applying the knowledge and 
insights from the framework to actual cases of companies in different industries in the IT 
sector. The industries analysed is the video-on-demand sector, the mobile payment 
solutions and novel solutions in the e-commerce sector. For all case studies a 
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benchmarking company has been selected similar to the one being analysed to reduce the 
importance of external prerequisites and conditions in the industry affecting growth.  

To begin with the video-on-demand solution Voddler will be analysed and compared to the 
development of Netflix in the Swedish market. Similarly, SEQR will be analysed and 
compared to Swish. In the e-commerce solutions Virtusize will be benchmarked with 
Boo.com, Fit Analytics and Volumental. In the e-commerce historical case studies will also 
be analysed to further benchmark the novel solutions. The historical cases will therefore be 
failures to visualize the challenges and potential complications in the e-commerce industry.  

In terms of the gap discussed in the problematization, this research aims to be in-between 
the internal and external forms of evaluation. However, as the case studies are focused on 
existing solutions available on the market, the focus of the analysis is favourable to the 
external elements. Even though innovations in an idea-state would have been interesting to 
analyse, innovations available in the market have been selected in order to conduct more 
qualitative analysis of the specific cases and their potential.  

Similarly to the expert interviews the names of the interviewees in the case studies will not 
be disclosed. Even though some interviewees did not mind the anonymity, all interviews 
are kept anonymous as it was promised in the interview. In addition all interview were kept 
anonymous to keep the data collection coherent. The anonymity is in this research aimed as 
an assurance that the interviewees will not be named in the research and referred to 
personally (Collis & Hussey, 2014). Yin (2014) argue that in more controversial case studies 
the anonymity can be useful in order to get a more nuanced picture and make the 
interviewees confident in explaining the full picture and to not disclose important 
information. In controversial topics the interviewees might not otherwise have been 
confortable in discussing the venture (Kvale, 1997; Yin, 2014).  

In the case studies the interviews was conducted with the CEO or person of similar 
responsibilities in the company. More information of the interviewees are presented in 
Appendix I. Overall, four interviewees was interviewed on three primary case studies of 
Voddler, SEQR and Virtusize. In the case of Voddler, two interviewees were interviewed.  

5.2 The reliability, validity and generalizability 
In short, reliability refers to the accuracy and precision of the measurements of the 
scientific research. The validity is the extent to which the researcher measures what it wants 
to measure and the generalizability is the extent of which the research findings can be 
extended to other samples or contexts. An illustration visualizing the interpretation of the 
reliability, validity and generalizability is presented in Figure 17.  

5.2.1  Reliabi l i ty  

The aim of the research is to dismantle the phenomena of visionary innovation and 
contribute with knowledge and understanding of the factors for growth. According to 
Collis and Hussey (2014) the reliability of a qualitative data collection approach is generally 
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lower. Motivations for this are the complication of repeating the exact measurement. 
According to Yin (2014) the case studies that was conducted based on the framework have 
likely increased the reliability as it applies the framework on specific cases and incidents.  

A potential limitation of the reliability is the anonymity. In order to give insights and 
understanding to the phenomena the research will be controversial for the cases that did 
not succeed in the market. In order to explore the more controversial issues of failure the 
interviews of the report has been handled anonymous. As the statements cannot be tracked 
to a specific individual the reliability of the research may have been affected negatively. 
However, as the framework is not induced from the qualitative interviews and the affect of 
the anonymity is estimated to be low. To validate the framework the insights and 
experience of the interviewees are of most importance.  

According to Yin (2014) and Collis and Hussey (2014) to use benchmarking and reference 
cases increases the reliability. Benchmarking strengthen the reliability as it reduce the 
importance of surrounding aspects that may skew the result. In this research the 
benchmarking cases have therefore been selected so that they are of similar type and in the 
same industry.  

According to Collis and Hussey (2014) the triangulation of data points strengthen the 
reliability as it is backed from different sources. As the research is categorised as 
explorative the triangulation has been influential in strengthening the reliability.  

5.2.2  Validi ty  

According to Collis and Hussey (2014) a qualitative data collection appraoch often have a 
higher validity than generalizability, as the reserach in genral measure what it is supposed to 
measure. However, according to Silverman (2001) assured validity cannot be achived in a 
qualitative analysis as the interpretation of the findings are not objective and can also be 
obtained in different ways. However as the aim of the research is to contribute with 
knowledge and insights into the phenonmenon and evaluation of visionary innovation. The 
validity is esitmated to be high.  

On the contrary to the reliability the anonymity have potentially increased the validity. 
According to Yin (2014) and Collis and Hussey (2014) the anonymity makes the 
interviewees more open and willing to share the big picture. In that way the anonymity has 
contributed to a more nuanced picture in the interviews that contribute to a strengthened 
validity.  

The case studies that were conducted increases the validity according to Yin (2014) as the 
framework then is applied to specific cases and incidents, which strengthen the analysis. 
Similarly according to Collis and Hussey (2014) the benchmarking reduce the importance 
of surrounding and external influences that may skew the result, which strengthen the 
validity.  



 

 50 

However Yin (2014) and Collis and Hussey (2014) argue that the validity can be increased 
from multiple information and data sources. As the research is founded upon qualitative 
data collection, the basis for the validity is estimated to be low. However as Collis and 
Hussey (2014) argue triangulation of the research data strengthen the validity of the 
research findings. In this research triangulation of a theoretically constructed hypothesis 
was validated from both expert interviews and qualitative case studies. According to Collis 
and Hussey this strengthen the validity. However in accordance to Silverman (2001) 
argumentation the research is founded upon a wide and unexplored subject, therefore 
assured validity of the findings are difficult to achieve.  

Overall the validity of the research is estimated to be high. However, as previously 
discussed implications of prerequisites and other factors may have implications to the 
growth of the system. Although as the aim of the research is to contribute with general 
knowledge about how visionary innovation can be evaluated, the impact of these aspects is 
considered low.  

5.2.3  General izabi l i ty  

The research is primarily focused toward innovations in the IT sector. As Thiel and 
Masters (2014) argue IT innovations is often a novel concept, which therefore makes 
generalizing the framework to all IT ventures impossible. As Vedin (2004) and Osterwalder 
and Pigneur (2010) argue the IT sector are characterised by a range of different 
infrastructural types and categorisations of the value chain. Consequently, the 
generalizability to the total IT sector is considered to be low. The framework therefore 
aims to simplify the infrastructural specific complications and drivers as well as potential 
drivers. These are less specific for the industry or infrastructure, which makes the 
framework more easily transferrable to other industries and ventures than studied in the 
research.  

In order to increase the generalizability of the study the research should include more 
companies and examples that assure that the findings are general. To increase the validity 
and generalizability of the research according to Silverman (2001) a quantitative study is a 
natural complement to the research in order to further strengthen the generalizability of the 
findings. In the research, the findings are grounded from two qualitative data gatherings. 
Therefore the generalizability is estimated to be lower in this research. Furthermore, as 
innovation is a complex and challenging phenomenon the generalizability is affected. 
Arguments can be made that innovation is unique in nature and therefore the 
generalizability is difficult to prove. This aspect also proves that an assured high 
generalizability is tough to claim. However, as the framework have a general approach and 
frame of reference the generalizability is likely possible to generalize within other industry 
groups within IT. Furthermore, the case studies prove that the framework can be applied in 
the industry groups that is analysed in the research. Therefore the generalizability within IT 
is likely more widespread.  
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In the workshop, that was conducted, the interview sample included other industries such 
as biotech and life science. In the workshop it was concluded that the framework could not 
be generalised to biotech and life science as the industries. Biotech and life science is to a 
higher degree dependant on both regulations and what the substance or solutions result in. 
Therefore the generalizability to this industry group is difficult to realize. However, in the 
workshop many examples of IT oriented cases were discussed. In this segment, the 
generalizability is estimated much higher, which is of more importance for the research.   

 

Figure 17 Visualization of the reliability, validity and generalizability 
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6 Empirical analysis of case-studies 
The purpose of this chapter is to analyse cases in relation to the framework developed in previous chapters. 
The focus therefore lies in conceptualizing the framework in the specific industries and then case companies. 
The culmination of this chapter is a summation of all cases that leads over to the general results.  

In the empirical analysis the case studies will comprise of three primary cases in the video 
on demand industry, payments solutions and e-commerce. Each of the primary case studies 
will be benchmarked with a similar company in the same industry. Voddler will be analysed 
along with Netflix, SEQR together with Swish and Virtusize along with Boo.com. The 
similarities between the case studies are that they all have a global ambition.  

6.1 On-demand consumption of television   
In the 2000’s video and television content was available in-store and for rent and was 
primarily consumed watching the TV. At this time the television industry was a mature 
industry of long-lasting distribution networks and licencing agreement between the parties 
(Menn, 2003). However, in 2001 Napster introduced a new concept of making content 
available between peers and thus created a global infrastructure of content sharing, later 
categorised as downloading (Menn, 2003). The sharing structure resulted in a creative 
destruction of the copyright and the distribution network but also the behaviours of 
content (Kut, 2002). In the Swedish market P2P solutions such as the Pirate Bay expanded 
their traction and established a global file-sharing platform between peers (Peckham, 2013). 
The easily available content online quickly established a new behaviour in the Swedish and 
global market of downloading content online (Antoni, 2007). However, in the survey Riks-
SOM 2006 downloading reported low customer satisfaction in terms of quality, experience 
and comfort (Antoni, 2007). In 2005, 8 of 10 people responded that they were regular users 
of Internet (Bergström, 2005). Furthermore in a study by the SOM-Institute 20 % 
responded that they during the last year downloaded a movie. About half admitted to 
downloading content at least once a month, which in total accounts for about 24 million 
downloaded movies just in Sweden (Antoni, 2007). However, the SOM-report 1988-2006 
reports unchanged levels of cinema going during the change into video online (Antoni, 
2007). Antoni (2007) further argue that the identified benefits of the online video is the 
easy access and comfort, as well as the reduced pricing compared to cinemas and other 
offerings.  

As a counteraction and resistance to the growth of illegal downloading, legal Video-on-
Demand (VoD) offerings were formed in the online video industry. In the Swedish market 
initial services was Joost and Voddler and in the US Netflix. These offerings were targeted 
to provide the users with a similarly comfortable and simple offering of downloading, but 
legal.  
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6.1.1  The deve lopment o f  Voddler  

According to Voddler: Interviewee 1 and 2 in 2005 the thoughts started on developing a video 
system called Voddler. Voddler: Interviewee 1 recalls that Voddler was aimed as a legal 
alternative to the downloading that aimed to create a simple solution similar to regular 
television but online. According to both interviewees the development of the system ended 
up taking time and the first product was not launched until the end of 2009. Voddler: 
Interviewee 2 recalls that initially the product was aimed as an add-in function to the digital 
box and video players and would appear automatically on the TV. However, as the project 
progressed the system steered towards online and ultimately became a VoD solution when 
first introduced to customers. In 2011 Voddler had more than 1 million active users of the 
VoD streaming solution (Voddler News, 2011).  

The eco-system element 

According to both interviewees Voddler was one of the very first movers in VoD services 
and there were few similar systems available in 2005. According to both of the interviewees 
the only Swedish solution at that time was Joost and the US service Netflix had yet not 
entered the online marketplace. According to Voddler: Interviewee 2 Voddler’s initial idea was 
to exist in the current eco-system for television. According to Voddler: Interviewee 2 Voddler 
had already signed contracts with Sony PlayStation and close contact with Xbox, Samsung 
and Philips to place their technology become directly accessible in the hands of the TV 
operator. According to an article written in NyTeknik: Lewan (2007) Voddler was a 
revolutionary new technology that was accessibly directly in the TV. According to the 
Voddler: Interviewee 2 Voddler’s initial plan was more similar to YouTube and Vimeo than a 
VoD solution. The initial thoughts were to ride on the wave of increased accessibility and 
availability of content online and create a long-tail solution for all the worlds content to be 
directly accessible in the TV with no effort from the user. As both interviewees recall the 
plan was also to licence this technology to others to broaden the potential for the system.  

As both Voddler: Interviewee 1 and 2 recall after many rounds of financing and split directions 
in the leadership, Voddler ended up being a VoD solution on the web similar to Netflix 
and Joost. In the eco-system at the time the technology was new and there were no 
generally accepted standard, i.e. a dominant design. According to Voddler: Interviewee 1 
Netflix entered the streaming market in 2008 in the US and was followed by SVT and TV4 
in 2012 in the Swedish market. Although, Voddler’s initial idea was formed in 2005 the 
interviewee recalls that the product was not ready until around 2009 (Voddler: About us, 
n.d.). Voddler was formed in a completely new eco-system of VoD solutions. Voddler 
aimed at becoming a game changer in television. According to Voddler: Interviewee 1 the 
streaming technology was and is still one of the best around, it required less storage space 
on the client as well as less broadband costs than any of the competitors. Voddler: Interviewee 
2 expands this claim further and recalls that in 2007 Voddler had solved a really important 
key technological problem of making the content instantly accessible and streaming 
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without any glitches.  In a technological review by Aurelius et al. (2011) Voddler had a 
higher content flow than other P2P services.  In addition Voddler required less bytes 
transmitted (per service and much less Number of local host IPs per service/protocol 
compared to Music streaming services such as iTunes and Spotify (Aurelius et al., 2011). As 
Voddler: Interviewee 1 recalls the intent was to licence this technology to P2P streaming 
services such as iTunes and other P2P services, rather than creating a VoD system of their 
own. According to the interviewee the essential technology of Voddler was state of the art, 
the VoD system in general never quite up to speed. According to Voddler: Interviewee 1 
internal complication led to delayed development of the system. According to Voddler: 
Interviewee 1 too much focus was directed towards marketing rather than to finish the 
product and making the product work properly. Arguably, based on the coverage in the 
Swedish press, the marketing had worked; many Swedish newspapers discussed the launch 
of the service (Dagens Nyheter, 2009; SydSvenskan, 2009; Aftonbladet, 2010). Acclaimed 
by SydSvenskan (2009) Voddler had around quarter of a million potential customers 
queuing to use the service. In 2009 Dagens Nyheter and Tech Crunch reported that 
Voddler had signed a contract with some the largest film agencies in the world such as: 
Sony Pictures, Paramount and Disney (Hamrud, 2009; O'Hear, 2009). However as Voddler: 
Interviewee 1 acclaims the contratcs was poorly negotiated and there was also a high 
disinterest from the agencies in the next generation of video distribution. The interviewee 
recalls that the agencies were too focused on keeping the current state intact rather than see 
the change ahead. As a result Voddler’s contracts was in some cases even more expensive 
than the traditional rental solutions. According to Voddler: Interviewee 1 iTunes and Spotify 
had better succeeded to change the opinion of the record labels opinion about the new way 
of distributing content and profiting in new ways. The interviewee recalls that the video 
providers were less inclined to change their behaviour and ways of looking at new 
possibilities for revenue streams. Arguingly, Voddler tried to change the behaviour less for 
the content providers as licensing of the content was already happening on broadcasting 
channels. However, the interviewee recalls that there was fear from the content providers 
of loosing the rights to their content, which set back the development into new distribution 
channels as Voddler tried to do.  

The target market and customer segmentation 

As Voddler: Interviewee 1 confirms there was a low maturity in the market from both the 
video content providers and from potential customers. Although Voddler was able to reach 
1 million users (Voddler News, 2011), the Voddler: Interviewee 1 recalls that very few became 
paying customers. Voddler: Interviewee 1 and 2 recall that a major problem for the company 
was the accessibility and easiness of downloading illegal content, which became a natural 
problem area in transforming users to paying customers. Consequently, the VoD market 
had prominent negative constraints as customers could access content illegally to a better 
assortment. The attractiveness of the targeted market therefore was affected. The customer 
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segment had an ability to pay, but the willingness to pay was constrained by the easy 
downloading of similar content. 

The customer behaviour element 

In the customer and consumer behaviour there were two ways of consuming television 
content: either from looking at the TV or at the computer. As Voddler: Interviewee 1 recalls 
already in the 2005 there were interest from potential customers to view television content 
on the web and the computer. Already before Voddler, downloading of illegal video 
content had shaped the consumer behaviour into higher degrees of on demand 
consumption. However, for the likely paying customers’ the transition to web and 
computer resulted in a negative change. At the time few solutions was available to link 
computers to the TV, in September 2010 Apple launched their Apple TV solution related 
to this need (Apple: Keynote - Special Event, 2010). The lack of alternatives for the 
customers to connect the media on the computer to the TV resulted in a transition of 
customer behaviour. According to Blank and Dorf (2012) this transition resulted in a more 
narrow target market as the service now targeted customers used to or willing to view the 
content on the computer. According to Voddler: Interviewee 1 the value Voddler offered to 
customers was a legal alternative to downloading and a more flexible solution than regular 
television. Also, Voddler required little effort for potential users to transition into the new 
system as it only required a sign-up. However in a customers’ perspective, downloaders 
have less pain of downloading a movie than similar time in music due to the playing time 
of the content. One movie is usually 2 hours and a song is usually about 3 minutes long. 
Consequently, Spotify has a stronger customer value, as the pain of downloading similar 
content is higher (Ries, 2011). In the market, the substituting offerings therefore are of 
more value in the video segment of on demand services (Porter, 2008).  

Assessment of Voddler 

Voddler was aimed at commercializing a technology and consolidating the technology in a 
new behaviour, thus technology push process. In this aspect the customer behaviour and 
the market potential are the key factor in order to find traction for the technology and 
grow the innovation. In Voddler’s case the customer segmentation led to a low willingness 
to pay for the system as well as a small effective targeted market.   

Voddler’s product was initially targeting the large group of TV consumers, which currently 
viewed videos and DVD’s on the TV. The initial plan was to making television accessible 
in new ways in the TV where content providers can distribute their content from a new 
distribution channel created by Voddler. However, after a few bumps along the way 
Voddler altered focus and was aimed as web-based platform of video on demand accessible 
on computers. With the lack of technologies to transfer the video from the computer to 
the TV, this change of focus led to a high change in customer behaviour. The large mass of 
television-consumers were used to watching television on the TV and not the computer. 
The customer segmentation oriented to television consumption on computers were the 



 

 56 

ones using alternative and illegal ways of accessing content. In the sense the normalised 
market size was reduced due to the level of change of behaviour of customers. 
Additionally, the customer segmentation for a computer-based platform was to high 
degrees the ones used to downloading content. For this segment, the surplus values were to 
the easy accessibility and the content supply, which for Voddler was tough to supply 
continuously to a low cost. Therefore the actual market size for the innovation was reduced 
in two stages.  

The change in customer behaviour and focus of a computer-based platform resulted in 
other challenges for the system. As illegal alternatives did not care for the rights and 
reimbursement of content providers, the content could be distributed faster and cheaper 
than the legal alternatives. The legal systems were faced with high costs from the content 
providers and low surplus values of the customer group. As video content from 
downloading was easily accessible, available and in a broader scale than the VoD systems, 
downloading had larger surplus values than the legal alternatives. In addition, because the 
content was easily accessed from alternative sources the switching costs for Voddler’s 
system was high. Voddler was addressing this problem by creating a system similar to 
regular television, but accessible on the web. Similar to regular television the revenue 
streams were primarily generated from advertising. Voddler also offered a premium 
solution for customers that would like to skip the adverts. However, the behaviour formed 
by downloading led to customer segmentations with low willingness to pay. The content 
accessed from downloading was without adverts, which then created low values for 
Voddler’s system.  

Ultimately, Voddler was locked between challenging and costly content supply, low 
willingness to pay and low surplus values for the computer-based system. In essence, the 
growth potential and the resulting market potential were highly influenced by negative 
drivers, which created a challenging environment for growth of the system. In Equation 2 
Voddler’s Market potential is assessed.   

Equation 2 Voddler’s realised market potential 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
𝑆𝑚𝑎𝑙𝑙  𝑒𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡
𝐿𝑎𝑟𝑔𝑒  𝑡𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡

,
𝐿𝑜𝑤  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒
𝐻𝑖𝑔ℎ  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠

,
𝐿𝑜𝑤  𝑤𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦
𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛

 

According to Voddler: Interviewee 2 the initial concept of Voddler of a cross-sectioned system 
were content can be accessed directly in the TV is still not tried. In that system a long-tail 
business model of broader content would create less pressure for content. In that sense this 
solution would have addressed another customer segmentation than downloading and 
created higher surplus values as the content would have been unique. 

6.1.2  Benchmarking s tudy o f  Net f l ix in the Swedish market  

In 2012 Netflix entered the Swedish VoD market (Svenska Dagbladet, 2012) and reached 1 
million users in 2014 (Dagens Media, 2014). In 2014, ViaPlay registered 889 thousand users 
and C More plus 162 thousand (Dagens Media, 2014). In recent years, new VoD streaming 
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solutions have consequently diffused in the market. The most dominant player is currently 
Netflix with the same number of users as Voddler had in 2011 (Voddler News, 2011).  

In a comparative analysis between Netflix and Voddler, Netflix has previously been 
involved in online video rental. In 1997 Netflix launched an online video rental solution 
and ten years later they introduced a streaming solution (Netflix Media Center, n.d.). 
Netflix therefore launched their VoD solution about the same time as Netflix and were 
therefore initiators of the new eco-system for VoD services. In a comparison to Voddler 
Netflix had the benefit of experience within the field and existing deals with the content 
providers. In 2013 Netflix was able to sign a deal with Sony Pictures (Bloomberg Business, 
2013). Comparative to Voddler, Netflix the supply of content was richer and included both 
movies and TV shows. According to Voddler: Interviewee 1 Voddler was primarily focused 
towards films. In the Swedish market, Netflix could benefit from the traction created by 
Voddler as well as TV4 Play and SVT play in the Swedish market. According to Interviewee 3 
of the expert interviewees competition is an important aspect in changing consumer 
behaviour due to the added varieties and alternatives customers are faced with. In essence, 
Netflix had more of a positive driver of the competition and other solutions in the Swedish 
market. Furthermore, Netflix had a product that was technologically ready when they 
launched their concept on in Sweden.  

Compared to Voddler Netflix has a more diverse offering as the system can be used on, in 
2015 Netflix can be used and accesses from: computers, smartphones, tablets, game-
consoles, DVD and Blu-ray players, HDTV-devices, streaming-devices and home theatre 
systems (Netflix FAQ, n.d.). Consequently, Netflix is better supported to the customers 
existing behaviour and also gives new opportunities for customers. According to Blank and 
Dorf (2012) the target market for Netflix therefore is wider in comparison to Voddler. In 
addition the surplus values for potential customers gets larger as customers require less of a 
transition in their behaviour. Similar to Voddler to barriers and effort required for potential 
customers to start using the system, is also low.  

In 2012 when Netflix entered the Swedish market, the maturity of the VoD market was 
more mature due to the traction created by Swedish alternatives such as Voddler, TV4 Play 
and SVT play. There are still negative drivers and constraints in the market generated by 
the easy access and assortment of illegal solutions. However, because of the broader 
assortment and accessibility of different devices, Netflix create more surplus value in the 
market in comparison to Voddler. However as the customer behaviour still is less willing to 
pay for a VoD solution because of the access and assortment of illegal content online, the 
market still have influences of negative drivers for growth.  

Assessment of Netflix market potential in relation to Voddler 

In a comparison to Voddler, Netflix has launched their alternative on all possible platforms 
(computers, smartphones, tablets, game-consoles, DVD and Blu-ray players, HDTV-
devices, streaming-devices and home theatre systems). This makes the behavioural change 
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for customer less evident for Netflix than in the case of Voddler. The regular TV consumer 
now can access the system on their smart TV, Apple TV, home theatre system or in their 
mobile, this makes the technology and solution more accessible to consumers. According 
to Rogers (2003) a reduced barrier to entry for new customers increase the likelihood of 
growth. Similarly, Netflix have benefitted from existing partnerships and has therefore 
been able to sign more profitable deals. This has also helped them into expanding the 
continuous content supply. As Netflix have done less of a behavioural change due to the 
nee technologies and partnerships available, they have been able increase the willingness to 
pay for the customers. Consequently, in total Netflix has a much higher market potential 
and potential for growth compared to Voddler. In Equation 3 Netflix market potential is 
assessed in relation to Voddler.  

Equation 3 Netflix’s realised market potential in relation to Voddler  

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
𝐼𝑛𝑐𝑟𝑒𝑎𝑠𝑒𝑑  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡
𝑇𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡

,
𝐼𝑛𝑐𝑟𝑒𝑎𝑠𝑒𝑑  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒
𝑅𝑒𝑑𝑢𝑐𝑒𝑑  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠

,
𝐼𝑚𝑝𝑟𝑜𝑣𝑒𝑑  𝑤𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦
𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛

 

In comparison to Voddler, Netflix is accessible in a wider range of platforms: which 
requires less behavioural change for customers. Therefore the customer segmentation for 
Netflix is seemingly lager than for Voddler. The value proposition and surplus value for 
customers is also larger as Netflix offering gets more easily accessed in the TV compared to 
Voddler’s offering. As a consequence the switching cost also gets less evident for the 
system. The continuous content supply is however still and issue for Netflix, as it is closely 
related to the potential surplus value. According to Voddler: Interviewee 2 the continuous 
supply of new and blockbuster content is an uphill battle. To ensure a consciously updated 
content supply it requires solid partnerships with the major providers, which is difficult to 
realise as it is directly competing with their core business and the cinema revenues. In 
relation to Voddler, the less change of behaviour and better support from the eco-system 
makes Voddler’s market potential is higher in relation.  

The Voddler: Interviewee 2 points out that the initial plan would probably have been more 
suiting both in terms of the eco-system of television and for the customer behaviour. The 
initial plan involved incorporating the technology into gaming consoles and the digital 
boxes, which would have made the content accessible directly in the TV.  

6.2 Mobile payment solutions 
The online and mobile payments amount for to trillions of dollars globally (Capgemini & 
RBS, 2014). According to Capgemini and RBS’s World Payment report 2014 the market for 
online and mobile payments is estimated to increase in the coming future. According to 
McKinsey research the value of mobile payments solutions is driven from the increased 
traceability and data analysis made possible by the mobile solutions (Malick & Rudolph, 
2013). According to Malick & Rudolph (2013) the mobile payments can be divided into 
four major value chain perspectives: (1) pre-visit, (2) decision making, (3) transaction and (4) post-
visit. In the payment environment the online pavement marketplace is funnelled into a 
search-shop-buy value chain where customers are well aware and educated before placing an 
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order. According to McKinsey Mobile Payments Consumer Survey recent research shows 
that the growth of online payments is most evident in app purchases and purchases of 
online content (Ewing & Stewart, 2013). In 2013 the daily usage of mobile payments for 
person-to-person and point of service was less evident according to the research (Ewing & 
Stewart, 2013). According to the McKinsey Mobile Payments Consumer Survey 45% of 
U.S. consumers are open to the idea of using mobile payments, however this number has 
fallen since 2011 (Ewing & Stewart, 2013). According to the survey statistics the 6% 
amounted to early adopters regularly using mobile payment solutions (Ewing & Stewart, 
2013). In relation to Moore (1999) and Rogers (2003) the survey statistics of the mobile 
payment market indicates that the market is in an early state of development, therefore the 
battle lies in finding a global standard and a winning dominant design (Anderson & 
Tushman, 1986).  

6.2.1  SEQR a nove l  payment so lut ion 

SEQR is a mobile payment solutions aimed at the consumer market for in-store sales, P2P 
transactions and digital payments (SEQR: News, 2015). According to the SEQR: Interviewee 
at SEQR, SEQR refunds up to 3% of the payment value to consumers and still is a more 
profitable solution to the storeowners than credit cards. With SEQR offers can be directly 
accessed by the system even if the customers are not aware of them, similarly loyalty 
programs can effortlessly be added to the account, which increase the benefits for 
customers.  

The eco-system element 

SEQR is introduced in a mature and competition intense industry. According to the SEQR: 
Interviewee at SEQR the competition include: the cashier systems such as Cashguard, credit 
card companies such as VISA and Master Card, and new mobile payment solutions like 
Apple Pay and Google Wallet. Additionally in the Swedish market similar systems include 
WyWallet and Swish. In the current infrastructure SEQR is early entrants in mobile 
payments. According to the SEQR: Interviewee the Banks and Credit Card companies 
control the existing infrastructure where SEQR aim to expand the new concept of mobile 
payments. However, as the interviewee points out as competition enters the marketplace 
the margins drop, which has happened already in the stock-exchange transactions. The 
interviewee discusses the drop in transaction costs of stockbrokers as new innovations are 
introduced in the eco-system. In that sense SEQR is competing with a digital system, which 
requires less physical products and thus have lower costs that existing competition. 
According to the SEQR: Interviewee SEQR project will happen in the payment industry and 
are prepared for this change. In the eco-system there are therefore many existing players as 
well threat of new entrants and possible substitutes.  

In the current eco-system SEQR’s offering is inclined to change the current infrastructure 
and process of payments. According the SEQR: Interviewee the SEQR system is aimed at 
fulfilling customers needs in being a digital wallet for customer. According to Ewing et al. 



 

 60 

(2013) and Dab et al. (2014) the global and European payments are expected to grow over 
the coming years and especially in disruptive new systems such as mobile payments. 
According to Alström et al. (2013) the usage of smart-phones is rapidly increasing in the 
Swedish market as well as online payments and payments made over the phone. In the 
current environment there are thereby a battle for gather customers to adopt and to create 
a new dominant design in the eco-system for mobile payments. 

According to Arthur (1994) the eco-system is characterised by competition for a winning 
standard. Consequently fast speed of diffusion can in this eco-system create a marginal cost 
advantage for the system that grow the fastest. In the eco-system of mobile payments there 
are many solutions and alternatives of consumers. According to Anderson and Tushman’s 
(1986) theories the current environment is a batlle for ensuring a dominant design and a 
winning standard. As seen in the case of credit-cards ownership of the platform can be 
profitable for the company providing the solution. Subsequently, for SEQR potential 
ownership of the mobile payments platform in an increasing market can be extremely 
profitably.  

In the Swedish market, the SEQR: Interviewee recalls that there is a low conversion rate of 
in-store payments with the system. The SEQR: Interviewee recalls SEQR is aimed at 
changing the consumer behaviour, which usually takes time. Therefore the SEQR: 
Interviewee is not worried by the slow diffusion of the system. According to the interviewee 
the company is aimed at reducing the friction and barriers to entry for customers using the 
system, which will facilitate growth of the system.  

According to the SEQR: Interviewee, SEQR is comprised of existing and modern 
technologies of for instance QR codes and scanning systems. In addition, the SEQR 
system is also comprised of mobile transaction functionalities. The system is therefore 
consisting of existing technologies; the complexity of the system therefore is aimed at 
connecting the functionalities into a total system.  

For the SEQR system it is dependant on the payment platforms in the store. In this area 
SEQR has a cleaver system that require less costs for both the merchants and is easier for 
the customers (SEQR: For merchants, 2015). In stores, SEQR use only a card with a QR 
code and Near Field Communication (NFC) functionality.  In relation to the competitors 
in the eco-system the costs for credit-card station is much higher according to the 
interviewee. Therefore SEQR has a driver for growth of the reduced costs for the 
merchants and easier functionalities for the consumer.  

According to the SEQR: Interviewee SEQR aim to incorporate a larger segment of the value 
chain from vertical integration. The SEQR system is therefore aimed at being a complete 
system between the merchant and the consumers with no middlemen in between. As 
mentioned earlier, the ownership of a high vertical integration can be both profitable and 
easier to manage (Evans & Smith, 2004).  

Targeted marker and customer segmentation 
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The market setup is according to the interviewee a combination of both business-to-
business and business-to-customers. The identified stakeholders are thereby the merchants 
and the potential consumers of the goods that the merchants supply.  

In the interview with the SEQR: Interviewee the existing customer segmentation as well as 
the target market did not seem to be clear. In the question the interviewee stressed the 
importance of a top down and bottoms up approach. Consequently, one of the factors 
constraining growth is the ambivalence between the value proposition and the targeted 
customer segmentation in relation to Osterwalder and Pigneur (2010) and Blank and Dorf’s 
(2012) argumentation. According to Rogers (2003) important factors to facilitate fast 
growth is the comprehensibility and the need and potential value for customers. Similarly, 
to Ewing et al. (2013) the importance lies in creating traction and adoption of the mobile 
payment systems  

The eco-systems of payments are a mature and slowly evolving marketplace. The credit 
card was first introduced in the 1950’s in the US. (Britannica Encyclopedia, n.d.). 
According to the SEQR: Interviewee the Swedish consumer market has reached a level of 
credit card usage around 80-90% in Belgium the similar value is around 50% card usage. In 
the recent statistics SEQR reports an increase by 20% monthly in Belgium compared to a 
slower growth rate in Sweden. This result is interest identification as to the customer 
segmentation of the solution and the ideal early adopter of the system. Due to the slow 
diffusion of credit cards, it is fair to assume that the customer behaviour can be categorised 
as conservative and somewhat resistant to change. However, other online solutions such as 
PayPal and Klarna have likely reduced the customer resistance to other digital payment 
solutions due to the increased familiarity of digital payments (Rogers, 2003). The growth of 
non-competing solutions may therefore be positive to the growth of SEQR’s offering.  
According to the SEQR: Interviewee the existing habits of customers are either to use cash or 
credit cards for payments with a gradual increase of mobile payments. In general terms the 
global and total addressable market for mobile payments is large and gradually increasing 
(Dab et al., 2014).  

The customer behaviour element 

According to the SEQR: Interviewee surplus value for customers is now the ability to add 
credit cards, accounts and loyalty programs to the system. The SEQR: Interviewee argue 
that SEQR is a much more profitable payment solution for the retailers and also a more 
profitable solution for the consumer that also get up to 3% cash back for using the system. 
Collectively, SEQR is offering a win-win solution for the retailer and the consumer. The In 
summation the SEQR system is comprised of in-store payments, peer-to-peer transaction, 
offers as well as digital payments.  

According to McKinsey surveys (Ewing et al., 2013) on mobile payments customer 
expressed most thrust in mobile alternatives for banks and credit card alternatives. 
Although, new offerings scored well in the satisfaction according to the survey statistics 
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they generally lack adoption to spread the platforms. (Ewing et al., 2013).  According to 
Ewing et al. (2013) the battle in securing the new business opportunities of mobile 
payments is realted to: (1) facilitate fast growth, (2) assured value propositions, (3) alignment of the 
perceptions and values and (4) plan for the next rounds. Similarly this correlates to the theory of 
adoption according to Moore (1999) and Rogers (2003) as well as the value proposition of 
Osterwalder and Pigneur (2010) and Blank and Dorf (2012).  

According to Ewing et al. (2013) survey findings the customers are more excited about 
offers than to subsitute the traditional wallet. Accordind to the SEQR: Interviewee this is 
natural as mobile payments still is not existing in all stores and can therefore not be a 
complete substitute in the current environment. According to Ewing et al. (2013) other 
important factors for the customers are the integrated payments as well as the 
conveinience.  

The business model is currently focused towards a transaction based revenue model. 
Meaning the more transactions that are made the more revenue SEQR gets. A recent 
innovation by SEQR is the Shop on the spot offering, which according to the SEQR: 
Interviewee open up for the potential of translating images into buyable ads. This may 
therefore create a new marketplace for classified ads and reduce the time to buy for 
consumers.  

Market potential assessment of SEQR 

In SEQR’s case the system is oriented from a technological standing point and then 
consolidated with the customer behaviour.  

The SEQR is addressed to a large total addressable market, however it is ambiguous who 
the targeted market and the customer segmentation are. According to the SEQR: Interviewee, 
SEQR is directed to gain percentages of the total addressable market. Therefore in the case 
of SEQR the challenge in order to increase the speed of diffusion is to increase the clarity 
of the targeted customers and the correlating value proposition. One can argue that the 
surplus value of such an alternative is not that high as the pain of using cards is 
incorporated in customers behaviours. Therefore the main challenge for the system is to 
change customer behaviours from clear surplus values and value propositions.  

However the challenges and constraints for growth is to change the customer behaviour. 
Consequently, in SEQR’s case the predominant aspect is to clarify the ambivalent between 
the surplus values and the targeted market. In Equation 4 SEQR’s market potential is 
assessed.  

Equation 4 SEQR’s realised market potential  

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
𝐴𝑚𝑏𝑖𝑣𝑎𝑙𝑒𝑛𝑡  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡

𝐿𝑎𝑟𝑔𝑒  𝑡𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡
,
𝑈𝑛𝑐𝑙𝑒𝑎𝑟  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒𝑠
𝐻𝑖𝑔ℎ  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠

,
𝐺𝑜𝑜𝑑  𝑤𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦
𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛

 

The potential target market for the system is large, which makes a focused approach 
seemingly difficult. However, it is interesting to see that the correlation with markets with 
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low credit-card usage such as the Belgian market has grown more than the Swedish market. 
One potential explanation is that in cash intensive environments the SEQR system offers 
more surplus values to customers than in a credit card environment. Similarly, it is 
interesting to elaborate on whether or not the system adds the most value to the targeted 
market. Potentially small business owners may be attracted by the system, which then 
competes with solutions like iZettle.  

SEQR’s new system of Shop on the spot also offers new business opportunities for the 
customers to buy offers and deals directly from ads. However, the value of that system is 
directly correlated with the number of adopters of the system. Consequently, this solution 
may both aid SEQR to expand their user base as well as expand their system into other 
business segments such as e-commerce.  

In summation the assessment of SEQR is that the system has a good traction in the 
infrastructure as well as the eco-system. The major complication is to increase the speed of 
adoption and diffusion of the system. Consequently, in SEQR’s case the constraint of 
growth of the system is linked with increasing the clarity of the value proposition and the 
targeted market.  

6.2.2  Benchmarking with Swish P2P payment so lut ion 

In recent times the Bank developed application Swish has grown market share in the 
Swedish economy. In 2014 the Swish system reached 2 million active users just 2 years 
after the launch of the system (GetSwish.se News , 2014).  

According to Rogers (2003) argumentation the solution is easily comprehensible and solves 
a narrow and concrete problem of customers. Consequently for Swish the value 
proposition and benefits of the system is easily comprehensible and easy to remember.  

The Swish solutions are only including the P2P payment feature of SEQR’s app. According 
to Rogers (2003) findings the simpler and more easily comprehensible a solution is the 
faster it is likely to be adopted by customers. In relation to SEQR’s system Swish is also 
addressed to a targeted market for the system with more clarity. In relation to SEQR, Swish 
is offering one of the core features of SEQR’s system. When comparing SEQR and Swish, 
SEQR is a far more broad solution in terms of features and functionalities. According to 
the interviewee at SEQR the advantage of their system is that they have no plan of 
charging for P2P transactions. Therefore if Swish ever wants to charge users for their 
offering, SEQR will have an advantage. Similarly, the interviewee recalls that SEQR has a 
larger advantage of scaling the business, whereas Swish is somewhat limited to the Swedish 
market.  

However, the speed of the adoption of SEQR is an important issue in order to create a 
network and user-base that can be a barrier to entry for new competitors in the 
marketplace (Porter, 2008). Consequently, the low rate of adoption of new customers using 
the system can be a potential complication for SEQR in the future.  
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The Swish offering is in relation to SEQR benefitting from the simple and streamlined 
value proposition to the customers (Rogers, 2003). However, SEQR is benefitting from 
creating an increased scale of their solution.  

According to Ewing et al. (2013) important aspect for new systems is to quickly spread the 
system to customers, which then also increase the marginal cost advantage to competitors 
(Arthur, 1994). From the increased traction of Swish’s alternative they gain a competitive 
advantage from scale and expansion of the system into other business areas.  

However, as discussed in the interview with the SEQR: Interviewee as Swish is created a 
launched by Swedish banks the system is somewhat limited to the Swedish market. In 
addition, the current system is offered as free to the customers, which results in a low 
willingness to pay for the customer segmentation. In a state where Swish starts to take 
transaction fees SEQR will have a competitive advantage of their system in the P2P 
transaction market. In Equation 5 Swish’s market potential is assessed in relation to SEQR.  

Equation 5 Swish’s realised market potential in relation to SEQR 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
𝐼𝑚𝑝𝑟𝑜𝑣𝑒𝑑  𝑐𝑙𝑎𝑟𝑖𝑡𝑦  𝑜𝑓  𝑡ℎ𝑒  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡
𝑇𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡  (𝑆𝑤𝑒𝑑𝑒𝑛)

,
𝐶𝑙𝑒𝑎𝑟  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒𝑠
𝑆𝑖𝑚𝑖𝑙𝑎𝑟  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠

,
𝑁𝑜  𝑤𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦
𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛

 

6.3 Next generation of e-commerce solutions 
In the online retail sector new and promising ventures are created to support the problem 
and pain of uncertainties of the fit when ordering clothing online. To assimilate the young 
and novel ventures, two cases of failures in e-commerce presented. The purpose of these 
cases is to give more understanding of the potential pitfalls and challenges in the e-
commerce sector.  

6.3.1  Failures  in the e - commerce segment 

In the early 90’s the e-commerce solution Boo.com created buzz as a promising success 
story, however it ultimately ended up in failure (Malmsten et al., 2001). The venture project 
Boo.com is today mostly known for burning through enormous sums of venture capital 
without a functioning concept or a product on the market (Sorkin, 2000).  

Boo.com was founded on a costly and complex technology that was misaligned with what 
the customers’ actually wanted. The technology was also misaligned with the bandwidth 
and infrastructure, which resulted in a completely useless webpage for the consumers. 
Boo.com had the ambition to scale globally directly and was undertaking an infrastructural 
and technological leap completely out of proportion. Boo.com was framed around creating 
the optimal user-experience of animated characters helping you with the shopping and 
visualizing the fit and form of the clothing. Altogether, Boo’s ambition and optimism led to 
a massive failure. (Malmsten et al., 2001). Although Boo.com ended up in a total failure, the 
venture made a significant impact in the online retail and has shaped modern e-commerce 
solutions (Anon., 2005). 
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According to the Lean Start-up concept Boo.com is an evident case of internally focused 
solution that is not connected to the needs and demands of the customers (Ries, 2011). In 
terms of the framework Boo.com was primarily focused towards the creation of a new 
infrastructure and solution addressed directly to the total addressable market (Blank & 
Dorf, 2012). In that sense Boo.com missed out on the connection to the external 
infrastructural implications of the network speeds and the customer behaviour factor. 
Collectively, Boo.com’s offering can therefore be considered low in all categories of the 
framework.  

Another case is Let’s Buy it, which was an e-commerce solution built upon the concept of 
economies of scale and thereby from making customers group together placing orders. 
However as Interviewee 2 and 6 recall the company was primarily focused towards ensuring 
high surplus values of customer getting low prices from grouping together. According to 
the interviewees the lack of underlying partnerships and infrastructure made the venture 
extremely costly.  Let’s buy it is therefore a good example of a good fit in the customer 
behaviour and surplus value with low comprehension of the eco-system and infrastructure 
to deliver upon the promised value.  

6.3.2  The modern e- commerce market  

In the today’s market online retail is gradually taking increasing its market-share (Trabold et 
al., 2006). According a study of multichannel retailing behaviours by McKinsey & 
Company (Noble et al., 2009), the conclusion is that retail is benefitting from a multisided 
approach of both physical stores and e-commerce alternatives. The McKinsey Global 
Insights: iConsumer 2013, Meffert et al. (2013), indicate that the consumer behaviour of 
online retail is an increasing market. The online retail is especially predominant for 
hardware such as electronics, books and media content (Meffert et al., 2013). According to 
the research findings evident constraints for online retail of clothing is the need of feeling 
and touching the clothing before placing an order (Meffert et al., 2013). The behaviour of 
online retail is centralised on ensuring trust; therefore online retailers offer customers 
generous return policies (Trabold et al., 2006). Trabold argue that the ease of returns is an 
important aspect in online retail of clothing, which is a more predominant driver of 
customer satisfaction in the clothing industry compared to other industries. The need and 
push of generous return policies also drive a new behaviour and problem in the online 
retail. The Wall Street Journal and Bloomberg (Banjo, 2013; Timberlake, 2013) reports 
growing trends of generous policies drives customer behaviour of continuously returning 
clothing bought online to the store increasing returns of goods in online retail.  

In the Swedish market, two start-ups are formed to address the need of increasing levels of 
returns and simultaneously increasing the satisfaction of online customers. The first of 
these is Virtusize, which is a virtual sizing guide for finding the right fit either from 
measurements or from comparison of a good fitting garment.  
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According to the Virtusize: Interviewee the industry is characterised by high turnover focus, 
which results in high returns of goods as a consequence. According to the Virtusize: 
Interviewee the online retail industry a high number of the products bought in the online 
stores are returned. This creates a problem for both the shopper and the retailer. The 
customer is unhappy because the item did not fit and the retailer is unhappy as the 
customer had to return the product.  

6.3.3  Virtusize a v ir tual  s izing guide 

Virtusize is a system that aims to help and guide consumers in visualizing the fit of the 
product in e-commerce. Virtusize offers two alternatives: either to measure the clothing as 
a reference or to find a clothing of choice (that the customer already have bought) as a 
reference. With the visualization Virtusize aim to reduce the need of returning clothing at a 
large extent and also increase the satisfaction of the customers. Currently, Virtusize has 
contracts with large retailers and clothing manufacturers such as Acne Jeans and 
Stayhard.se.  

The eco-system element 

According the Virtusize: Interviewee the venture Virtusize is aimed as an add-in function to 
existing e-commerce platform. In this case Virtusize is not aimed at creating a new 
infrastructure and thus capitalize from improving the existing system. The virtual fitting is 
illustrated with the garment the customer is about to purchase on top of either the 
customers sizes or a garment of reference (Virtusize, 2015). This visualizes how the 
clothing might fit and how it differentiates from the existing garment or the customers 
sizing. The Virtusize: Interviewee argues that the global sizing is varying a lot depending on 
both the manufacturer and the country’s sizing.  

According to the Virtusize: Interviewee there are many potential customers in the 
marketplace, however all of them are in the start-up phase. The Virtusize: Interviewee points 
out that Fits.me, True Fit, Fit Analytics and Metail are Virtusize’s main competitors. Most 
of the competition is positioned as recommendation-engines. The dominant design for the 
virtual sizing guide is currently forming in the market, which opens up for competition in 
finding the dominant design (Hughes, 1983; Anderson & Tushman, 1986). Furthermore 
the Virtusize: Interviewee argue that the technology for virtually projecting the garment sizing 
is not ready and also do not provide value for the customers. Therefore Virtusize has 
focused on making the technology as simple and easily comprehensible as possible. This is 
aligned with Rogers (2003) theories about reducing the complexity and perceived 
complexity for potential customers. However, in the eco-system Virtusize is positioned in 
the end of the online retail process, which may act as a constraint for their growth. A 
potential customer has to look through many garments before virtually fitting the clothing 
and finding out the potential fit. Because of this potential customers may loose interest 
along the way, which may be hurtful for the company’s revenues as it is based on 
customers using the system. According to Virtusize: Interviewee Virtusize are already working 
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on changing the process and placement of their system on the retail platforms. However, 
they have been met with a lot resistance from the online retailers to change the already 
sensitive process of online retail. A complexity in the industry is the varying stretch and 
clothing performance, which makes the existing solution less accurate. In addition, the 
clothing industry is continuously updating its design and cut, which makes the addition of 
new reference clothing a tough battle for Virtusize. However, the Virtusize: Interviewee 
argues that Virtusize can use spec-sheets to directly add clothing items dimensions. This 
process is more optimally suited for mono-brands as they have the spec-sheets more easily 
accessible.  

A complication discussed in the interview is the current placement and process for placing 
orders online, which could be a potential negative driver for Virtusize. In the current e-
commerce environment Virtusize’s system is placed in the end of the process. According to 
Malick & Rudolph (2013) the e-commence process can be broken down into four major 
value chain perspectives: (1) pre-visit, (2) decision making, (3) transaction and (4) post-visit. Where 
Virtusize’s offering is targeted to the decision making state. The system is currently placed 
just besides the product similar to existing sizing guides.  

The target market and customer segmentation 

In Virtusize case the targeted market for the system is the unsure customers that needs 
additional information about the fit. The value proposition to the customer segmentation is 
thus to compare the garment with a garment that fits well or to find the right fit from 
measurements.  

The market setup for Virtusize is business-to-business where Virtusize has a transaction 
based revenue model. Therefore the more the system is used the more Virtusize gets paid. 
Therefore the market sizing and increased growth of customers using the system is 
essential for Virtusize. 

The customer behaviour element 

Due to the existing generous return policies of the online retailers the customer behaviour 
has changed in a negative direction for Virtusize. However, this behaviour is not only 
negative as is puts an increasing pressure on the retailers to reduce the amount of clothing 
that is returned. In essence, this increases the merits of Virtusize business case.  

A complexity of the customer behaviour factor is the subjective nature of the ultimate fit, the 
cloth properties and sew can affect the fit of the garment. This may create implications for 
the value proposition of the customers. Additionally, currently many customers are not 
used to measuring the clothing themselves, which may be a problem for Virtusize. 
However, the Virtusize: Interviewee argued that the measurement is simple and visualised by 
pictures of how to measure the clothing. In relation to the subjective nature of the ultimate 
fit Virtusize has introduced the function that customers can compare the clothing with a 
reference of their choice.  
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A complication for Virtusize is the placement of their offering. In the current environment 
their sizing guide is place in the very end of the process. This makes it of less value and 
interest of potential customers as their interest is dropped if they, before placing and order, 
figure out that the clothing will not be a good fit for them. Therefore suggestions may be 
to change the process and placement of the Virtusize offering to the very beginning of the 
online retail. Thereby customers will start by selecting the size and fit they want, which 
reduce the number of alternatives of the consumer. This may also reduce the time spent 
looking for the right product. This may be of increased value of the consumer as the 
process of finding the right garment and thereafter placing an order is reduced. However 
major concerns are that the online retailers may not want to incorporate this solution into 
their already sensitive process.  

According to the interviewee at Virtusize, the increased number of versions and updates of 
the clothing made by the manufacturers may harm the value of the offering. This may 
therefore cerate a lengthy update process for Virtusize where all versions need to be clear 
for the consumers.  

The assessment of the market potential for Virtusize 

In Virtusize’s case the venture is based on improving the customer behaviour of using 
better sizing guides. In this aspect the innovation cycle is oriented from the customer 
behaviour to the technology and thus from a technology pull perspective. In this aspect the 
challenges are to consolidate the new system with the eco-system.   

The market potential is driven from the mutual interest of retailers and consumers of 
reducing the need of returning clothing online and finds a more effective solution of 
finding the right sizing. The total online retail market is estimate to about 10 billion Euros 
according to the interviewee at Virtusize. However, the willingness to pay for the solutions 
is directly linked to the surplus value for the customers and the usage of the system.  

In the current business environment customers are offered generous return policies by the 
retailers, which is negatively correlated with the need for Virtusize’s system. That is if the 
customer knows that they can easily return the garment they are more likely to take the 
risk. However, the growing trend of ordering and then returning the goods is a driver for 
the retailer to adopt Virtusize’s system. Currently, Virtusize place in the eco-system of e-
commerce is in the end of the placing an order process. In that state the customer may also 
understand that the clothing would not fit as intended and thus resist placing an order. In 
this aspect Virtusize’s system might increase the surplus values of customers if it is 
integrated in the selection process as well.  

In the current environment, Virtusize is aimed at a large targeted market with a niched 
targeted market in the segment. The customer segmentation is addressed to the customers 
that is unsure about the fit and needs more confirmation before placing an order. The 
willingness to pay for the system for the retailers is directly related to the usage and 
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reduction of returns on the placed orders. In Equation 6 Virtusize’s market potential is 
assessed.  

Equation 6 Virtusize’s realised market potential 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
  𝑅𝑒𝑙𝑎𝑡𝑖𝑣𝑒𝑙𝑦  𝑠𝑚𝑎𝑙𝑙  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡
𝐿𝑎𝑟𝑔𝑒  𝑡𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡

,
𝐶𝑙𝑒𝑎𝑟  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒𝑠
𝐸𝑣𝑖𝑑𝑒𝑛𝑡  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠

,
𝑊𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦  (𝑟𝑒𝑙  𝑢𝑠𝑎𝑔𝑒)

𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛
 

6.3.4  Benchmarking o f  Fit  Analyt i c s   

In the eco-system of virtual sizing there are many new solutions and innovations. 
According to the Virtusize: Interviewee only a few companies have gotten the traction and 
growth similar to Virtusize. In direct competition with Virtusize’s alternative is Fit 
Analytics, which is a German venture focused towards virtual sizing and recommendations 
(Fit Anlytics: Company, 2015).  

The differences between Virtusize and Fit Analytics are diminutive. According to Arthur 
(1994) in a battle for becoming the winning standard even the smallest details are important 
in order to excel. Essentially, the differences between the systems are that Fit Analytics use 
body measurements, such as: high, length and body shape to generate a recommendation 
(Fit Analytics, 2015). Virtusize use either a reference garment or measurement of a garment 
to visualize the difference (Virtusize, 2015). In a customer perspective to enter body 
measures are easier and takes less effort than measurements of the clothing. However, to 
use other clothing as reference is a more accurate and less subjective alternative. Therefore 
both systems have their advantages.   

In terms of the eco-system in the online retail the ease of integration and ease of data entry 
are crucial aspects to consider. Ultimately the site integration depends on the type and 
layout of the site, which are difficult to assess based on the information available. However, 
in terms of data entry for the clothing Virtusize has an advantage as their system is 
orienting around the specific measurements of the clothing. Fit Analytics use body 
measurements to generate a recommendation (Fit Analytics, 2015). Therefore Fit Analytics 
needs to transfer the measurements of the garments and compare them to the body 
measurements. This increases the complexity of the subjectivity in the correlation between 
the fit and the specific clothing. Fit Analytics have addressed this by providing customers 
with statistical data of what customers with similar measurements chose. However, there is 
still subjectivity in the fit, which makes the statistical data less valuable.  

In relation to Virtusize, Fit Analytics have an improved potential for usage, as the system 
requires less from the user. However, Virtusize’s system makes a more accurate 
recommendation grounded in the specifications of the clothing. Due to the improved user 
ability of Fit Analytics systems they have less constraints in the customer behaviour 
elements, which may increase the target market for the system. In Equation 7 Fit Analytics 
market potential is assessed in relation to Virtusize.  
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Equation 7 Fit Analytics realised market potential in relation Virtusize’s 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
  𝐼𝑚𝑝𝑟𝑜𝑣𝑒𝑑  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡

𝐿𝑎𝑟𝑔𝑒  𝑡𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡
,
𝐶𝑙𝑒𝑎𝑟  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒𝑠
𝑆𝑚𝑎𝑙𝑙𝑒𝑟  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠

,
𝑊𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦  (𝑟𝑒𝑙  𝑢𝑠𝑎𝑔𝑒)

𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛
 

6.3.5  Benchmarking o f  Volumental 

In Sweden there is another company in virtual sizing called Volumental. Volumental uses 
cutting edge 3D scanning technology to facilitate the recommendation of the sizing 
(Volumental, 2015). Virtusize and Volumental are not in direct competition as they are 
focused on different niches in the market. However, they both address the same customer 
pain of finding the right sizing online. Volumental is used to expand the benchmarking 
study, as Fit Analytics is a very similar concept to Virtusize. Volumental have not yet 
launched their solution into the market, therefore the analysis of Volumental will be more 
oriented to discuss the challenges and advantages relative to Virtusize.  

In the two previous cases of Virtusize and Fit Analytics the process is to high degrees to 
improve the customer behaviour from simplified sizing guides. For Volumental the process 
is to a higher extent technology push, as a completely new technology is developed and 
applied to sizing (Volumental, 2015). Volumental is targeting the niche of sizing of shoes 
and eyewear online (Interview Startuppodden, 2015). Volumental have launched 
collaboration with the shoemaker PLAE and are therefore targeting more of a qualitative 
niche in the segment of made to orders (Volumental: Customer case: PLAE , 2015).  

Volumental’s system is a far more technologically advanced solution in relation to Virtusize 
and Fit Analytics. In that sense the technology needs to create strong surplus values, in 
order to be a superior solution to the problem. For Volumental and all virtual sizing 
reviewed, the subjectivity of the perfect fit is an evident challenge. Virtusize have addressed 
this by using reference clothing as an indicator for finding the fit.  In Volumental’s case the 
fit is evaluated based on the 3D model, which even exact, does not solve the problem of 
the subjectivity. In Volumental’s case the issue of the subjectivity is addressed in a 
technological standpoint. According to Rogers (2003) for new technologies a natural 
constraint is trust issues regarding new technologies. Therefore the customer behaviour 
element is a natural constraint to consider for Volumental.  

As Volumental is focused towards a qualitative solution in a niche of the sizing market, the 
targeted market is smaller compared to Virtusize and Fit Analytics. Similarly, the total 
addressable market for the system is arguingly also smaller in size. As the system relies 
heavily on the technology, there are considerably high switching costs for potential users. 
The technology needs to be comprehensible as well as provide value for the customers. At 
this point the surplus values of Volumental’s system are somewhat unclear as because of 
the subjectivity of the perfect fit. For that reason the highest value for customers are the 
generous return policies where the customers can try on the shoes for themselves. In this 
niche there is also the question of how much customers and retailers are willing to pay for 
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the usage of the technology. In Equation 8 Volumental’s market potential is assessed in 
relation to Virtusize.  

Equation 8 Volumental’s realised market potential relative to Virtusize’s 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
  𝑆𝑚𝑎𝑙𝑙/𝑛𝑖𝑐ℎ𝑒𝑑  𝑡𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡

𝑆𝑚𝑎𝑙𝑙𝑒𝑟  𝑡𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡
,
𝐴𝑚𝑏𝑖𝑔𝑖𝑢𝑜𝑢𝑠  𝑠𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒𝑠

𝐻𝑖𝑔ℎ  𝑠𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠
,
𝑊𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦  (𝑟𝑒𝑙  𝑢𝑠𝑎𝑔𝑒)

𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛
 

6.4 Summation of Chapter Six 
In the empirical analysis three primary case studies have been reviewed: Voddler, SEQR 
and Virtusize. These companies have been reviewed with benchmarking cases similar to the 
companies that have been reviewed. In all cases the three elements of (1) eco-system, (2) target 
market and (3) the customer behaviour, have been used to analyse the ventures current situation 
and its potential for growth. In the end an assessment of the resulting market potential has 
been made.  

In the case of Voddler, the system was initially aimed as a technology accessible in the 
digital box and the video player. The other alternative was to licence the technology to 
video streaming companies. However as the project continued it ended up as a video-on-
demand system, which thus changed the game plan of the venture. To succeed with a VoD 
system Voddler was dependant on licencing agreements with content suppliers to supply 
the users with box-office movies, TV-series and videos. This relation proved difficult and 
resistant to change, which made the supply of content costly and inoperable. Furthermore, 
the change from TV to computers delimited the targeted market for the system and was 
therefore focused on a smaller segment. In addition, the customer segmentation used to 
view content on the computer were the ones that accessed the content from downloading. 
Thus the customer segmentation was not willing to pay for the system or willing to wait for 
it to come to Voddler. As a result, Voddler was squeezed between a challenging target 
market and suppliers resistant to supply the content.  

SEQR is aimed at a large target market with a complete solution for the customers. The 
system is a technology push development process from technology to customers. 
Therefore the system needs consolidation and support of customers’ behaviour in order to 
be adopted and ultimately grow in the segment. In the benchmarking case the company has 
made a more narrow focus in relation to SEQR, which may have clarified whom the 
system is aimed at as well as the surplus value it bring. In terms of competition and 
development the system is currently in a battle for a winning standard, therefore early 
traction is important (Arthur, 1994). According to the framework constraints for growth is 
discussed as the need of clarification between who the system is aimed at and what value 
the system will bring.  

In the third case, Virtusize is a virtual sizing guide for online retail of clothing. Virtusize’s 
system is aimed as a system to visualize the fit and sizing of the garment online. The target 
market for the system is therefore the ones that use regular sizing guides and wants to 
understand more about how the product fits before placing and order. In Virtusize’s case 
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the system have originated from improving and digitalizing the sizing guides and thus 
simplify for the customers. In that sense the system is a technology pull from the 
behaviour. The challenges for the system are therefore to find its place in the eco-system 
and infrastructure of online retail to maximize its potential for growth.  
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7 Discussion 
The purpose of the discussion is to discuss and analyse the previous findings and identifications made in the 
empirical findings. Innovation is identified as a complex phenomenon in lack of an explicit definition. 
Consequently the evaluation method is a challenging concept.  

The main question posed in the research is how can visionary innovation within the Information 
Technology (IT) sector be evaluated based on assessment of growth and market potential? This question 
can be further broken down into the characteristics of growth and market adoption and 
how it could be evaluated.  

In the research the aim is focused on contributing with knowledge directed towards the gap 
between internal and external forms of evaluation of the innovation. In the internal 
evaluation, focus lies on the feasibility, capability and performance of the product (Ullman, 
2010). Similarly, in the external evaluation phase focus lies on the analytics of the market to 
find and capture market trends and needs. However as objectified in the research, these 
evaluation measures are focused towards incremental innovation, which makes it difficult 
to evaluate more visionary innovation. For a visionary concept it is uncertain of how to 
evaluate the innovation based on the internal and external characteristics.  

In the research three major elements for evaluation of innovation have emerged: (1) the eco-
system, (2) the customer behaviour and (3) the resulting market potential. In terms of growth, the 
theory discusses the growth potential based on driving factors and constraints and tensions 
that delimit or slow down the speed of adoption. Dahmén discuss these implications for 
new ventures in the form of a plant emerging from the earth and are influenced by the eco-
system and surrounding environment. The evaluation therefore is focused towards 
understanding the prerequisites and factors that determines growth and adoption in the 
market segmentation (Rogers, 2003; Osterwalder & Pigneur, 2010). According to Moore 
(1999) and Rogers (2003) the adoption of technology is dependant on the market and 
customer characteristics. Additionally, Dahmén (1991) and Arthur (1994) objectify the 
characteristics driving and constraining growth as structural tensions, path dependencies 
and development blocks. According to Hughes (1983) and Rogers (2003) the 
infrastructural implications are directly correlated with the speed of the adoption.  

7.1 The framework 
In the Oslo Manual by OECD and Eurostat (2005) discussions are made regarding the 
available models and frameworks for innovation. A quote from the discussion about the 
models is presented below:  

Some serious question marks hang over all the available models. The point to be noted, 
however, is that innovation is a complex, diversified activity with many interacting components, 
and sources of data need to reflect this. (OECD/Eurostat, 2005).  

Innovation in general is a complex phenomenon that is a combination of both novel 
thinking and a successful traction in practise. Additionally, even though innovation is 
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constantly discussed in the modern economy no generally accepted and explicit definition 
exists for the phenomenon. However, in general terms innovations are comprised of a 
novel solution with a commercial value. Furthermore as visionary innovation rests upon 
uncertainties in all angles: both from new competences, components it is also difficult to 
explicitly evaluate its potential.  

The aim of the framework has therefore been to contribute with an approach and thinking 
of how to look at novel and visionary innovation concepts. Furthermore, the aim of the 
research is to contribute with general knowledge of how visionary innovation works and 
their functionalities.  

A complication of the framework is the influence of the prerequisites and other factors 
influencing the growth and adoption. For instance the internal capabilities can render the 
innovation challenging to execute. In the interviews the level of funding can be an 
important factor that can drive growth. According to Janeway (2012) optimistic financial 
market fuels the innovation economy and new technologies and innovations. This creates 
bubble effects of ranging high valuations of new start-ups, which makes global expansions 
in early stages possible (Janeway, 2012). The level and accessibility of funding can therefore 
push the progression and growth of new innovations. As an explanatory example, it is easy 
to grow a business if you sell $1 worth of products for $0.80 and make $-0.20 in profits.  

7.2 Limitations of the framework 
As visionary innovation is a complex and abstract phenomenon evaluation of it is a 
challenging matter. In the problematization of the research visionary innovation is founded 
upon the complication and insight that visionary innovation is demanding to evaluate with 
traditional methods. Visionary innovation is founded upon an optimism that it will succeed 
in the future. As the evaluation method is a projecting into the future success, the 
framework and assessment can also be wrong. A limitation of the framework is 
consequently the nature of innovation. In order to make a fair and accurate evaluation to 
some extent a crystal ball looking into the future is needed. In that sense a limitation of the 
framework is the contingency of the evaluation. However, the framework is aimed as an 
evaluation tool to visualize the major constraints and challenges to overcome and thus not 
looking that far into the future. The aim of the framework is to contribute with general 
knowledge about the innovation phenomenon.  

A limitation of the framework is the importance of the prerequisites. To succeed with an 
innovation or an idea it often relies on internal factors, such as execution. Therefore the 
insights generated about the customer behaviour and eco-system is somewhat secondary. 
However, in order to successfully grow the innovation the importance of the factors are 
more evident as the research shows.  

The findings of the report are limited to the IT sector as well as sub-segments of the 
sector. In the workshop evident challenges were identified in extending the framework into 
other business areas, such as life science and biotech. A limitation of the framework is 
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therefore that the framework is focused towards customer oriented IT solutions. However, 
the objective of the report was to study this specific segment. Therefore the limitation is 
estimated as low. In the IT sector a few areas have been reviewed in the expert interviews 
as well as in the case studies. However the potential to extend the framework to other areas 
are not studied.  

A limitation of the framework it is that it is based on high degrees of interpretive analysis, 
which according to Kvale (1997) affect the quality of the research. However, the aim of the 
research and the framework is to evaluate, which per definition requires interpretation of 
data.  

7.3 Discussion of the case studies 
The three case studies are from different segments of the IT industry, which contribute to 
generalizing the findings within IT. The similarities of the ventures are that they all are 
customer focused as well as targeting a large market. The case studies are of different stages 
of development, which both can be considered be as strengthening factor or a limitation. 
As the cases are of different stages of development the results is more difficult to cross-
reference. However, as the research is qualitative, the different stages contribute to a more 
nuanced picture and increased generalizability of the findings. Analysis of cases in only one 
stage of development would have resulted in more of a one-sided analysis.  

As the research aims to objectify the visionary innovations the three case studies are 
extremities of their specific industry.  In the IT sector the case studies discussed are in the 
forefront of the new movements. In this research this aspect is considerably strength factor 
of the analysis, as it is well connected with the research aim and problematization. 
However, the uncertainty of visionary innovations discussed in the problematization, is also 
an influence that aggravates the analysis of the case studies. However, as the research is 
grounded upon this problem this aspect is considered of low importance.  

On the other hand, the benefits of the case studies are therefore that they are different, 
which have contributes to a nuanced picture of how the innovation can be evaluated. 
Another strength of the case studies is that the companies have different types of 
challenges and constraint in their industry segment. 

7.3.1  Technology push and pul l  

As previously discussed in the theory, technology push and pull relates to the commercial 
process between technology and customers. Based on the result of the empirical findings, 
identifications can be made regarding the constraints and the development process of the 
venture. In the technology push ventures, Voddler and SEQR the technology is developed 
and then consolidated with the need of the customers. In Virtusize’s case, the process is 
technology pull and the technology developed based on explicit customers need of 
improved sizing guides. In the case of Voddler and SEQR, the customer behaviour where 
the most challenging aspect. On the other hand, for Virtusize the eco-system was the 
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limiting factor. In that sense identification can be made that the process is related to the 
most severe constraint and challenge for the ventures. To some extent this result is 
expected as the foundation of the venture lies in different aspects of the framework. In a 
technology push process it is natural to focus attention on the technology, in a technology 
pull process it is natural to direct focus on the customers (Schmookler, 1966; Mowery & 
Rosenberg, 1979; Rosenberg, 1982; von Hippel, 1988).  

This finding, related to the process and origin of the venture, also relates to the business 
and innovation cycles identified in the framework. In the innovation cycles the eco-system, 
customer behaviour and formation of markets can act as business opportunities. As the 
opposite element to the process has proven to be the most challenging, the occurrence of 
the innovation cycles is connected with finding positive drivers and advantages in the other 
elements.  This is also coherent with the general findings of the correlation of the positive 
and negative drivers in the framework.  

These identifications have been made on a small and qualitative sampling size, therefore 
the generalizability of this identification can be questioned. In order to prove the relation 
between the most challenging constraints to growth and the process a much broader study 
needs to be made. Similarly, in order to verify the identification of the innovation cycles in 
the framework further cases needs to be analysed with the framework.  

7.3.2  Timing o f  the innovat ion 

In business and entrepreneurship, timing is often discussed as a factor for success. In the 
framework and the case studies the predominant positive drivers for the innovation can 
explain good timing of an innovation. Similarly, as the case studies identifies, 
predominantly negative drivers contains the potential for growth and thus indicates that the 
timing for the innovation is off.  

7.4 Insights about the innovation phenomenon 
In the research it has been concluded that visionary innovation is a complex and abstract 
phenomenon. Therefore insights about the phenomenon have been learnt throughout the 
process of conducting the research.  

In general all changes have some level of resistance to change, therefore essential aspects 
are to reduce the friction in the introduction of new innovations. An identification that has 
been made is that any change increases the friction of growing an innovation. Essential 
aspects are the eco-system and behavioural factor as well as the implications of the 
customer segmentation. The resistance to change is often closely related to the switching 
costs and benefits of existing solutions (Blank & Dorf, 2012). Therefore the need and 
demand for the customer are essential in order to generate traction in the marketplace. In 
the modern times MVP testing has been an increasingly widespread phenomenon that 
speaks to the problem of understanding customer needs (Ries, 2011). However, from a 
theoretical standpoint the value is somewhat irrelevant in relation to the potential pitfall of 
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existing behaviour. Potential customers may not comprehend the full picture and the 
vision, which generate skewed results of the MVP. However, to gain customer insights 
early reduce the potential pitfall of lack of product market fit (Blank & Dorf, 2012).  

Another insightful learning is the innovation cycles in the framework, visionary innovations 
are in general created from either a technological standpoint or from customer 
understanding. The equilibrium between the two is influenced when new innovations are 
introduced, which create new opportunities.  

7.5 Suggestions of future research 
The research is conducted in a two-stage qualitative analysis, therefore natural extensions 
of the research is to conduct quantitative case studies based on the proposed framework. 
In this research a quantitative data collection method would not have been possible due to 
the limited time constraint. Therefore it is left as a recommendation of further study.  

The relation between the most severe constraint and the process is an important 
identification made in the research. However a boarder study needs to be made in order to 
validate this identification. Therefore a natural suggestion for further research is to review 
the correlation between the constraints and the process of the ventures. With a larger 
sample size the identification can be verified. Although, it is natural to believe that there 
will be a correlation as the general focus of the technology push and pull process are 
different. In that sense, new ventures likely neglect the importance of the other elements of 
the framework.   

Additionally, further review of the phenomenon of innovation cycles in the framework is a 
natural extension to continue the research as it may give more insights in the path of future 
technologies. The cyclability of the research could shine light on another dimension of the 
framework and contribute to the trajectory of the next technological discontinuity.  

The conceptualization of the framework is general and therefore recommendation to 
further studies is to go deeper in each category to further pin down the characteristics of 
the framework components. Another recommendation into further research is the 
construct a simple to use evaluation form, which can be used by entrepreneurs and venture 
capitalists to objectify the potential constraints and drivers influencing growth. As the 
generalizability of the framework is difficult, the user of the framework will have to 
interpret and value of the constraints and drivers. Therefore further research should be 
addressed to this and make the framework less volatile in terms of interpretations.  

The internal aspects such as the capabilities, competences and conditions to execute the 
innovation have been delimited as a prerequisite of the framework. In practical use of the 
framework these aspects needs to be assessed in relation to the framework.  

Furthermore, the influence of the business model and the marketing aspect has not been 
studied in detail in the research. A natural extension of the research is to analyse the 
influence of these aspects in relation to the framework. Further analysis of the business 
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model and marketing aspect can contribute to strengthening the framework from new 
dimensions and aspects for analysis. The business model aspect is an extension of the three 
categories; therefore further analysis into the business model aspect may further validate 
and reinforce the areas of evaluation.  

7.5.1  Estimating the potent ia l  pro f i tabi l i ty  and r isk 

In most entrepreneurial ventures the search for profitability is an essential part of the 
venture (Tidd & Bessant, 2009). In the framework and report the financial aspect has not 
been explicitly covered. However in the market potential assessment the potential future 
profitability is briefly discussed based on the market size, value to customers and 
willingness to pay. In a financial standpoint to assess the profitability over a time-horizon 
the present value of the potential cash flows needs to be calculated back to the present date 
(Berk & DeMarzo, 2014). This can be calculated from the equation presented below, see 
Equation 9.  

Equation 9 Net present value (Berk & DeMarzo, 2014) 

𝑁𝑃𝑉   =   
𝐵𝑒𝑛𝑒𝑓𝑖𝑡𝑠 − 𝐶𝑜𝑠𝑡𝑠 !

(1 + 𝑟)!

!

!!!

 

The net present value (NPV) is a formula for calculating the present value of cash flows 
over time. In the equation: r = discount rate, t = years and n= the analytical horizon. (Berk 
& DeMarzo, 2014). For the framework and visionary innovations the Benefits compared to 
the Costs as well as the discounted rate are important in order to project the future 
profitability of the innovation. The value of customers and the scale, discussed in the 
market potential assessment, can be converted into financial metrics to estimate the 
potential future profitability. In that sense recommendations of future studies are to 
investigate the dimensions of the framework in relation to the potential profitability and 
valuations.  

In connection to the assessment of financial potential the potential risks needs to be 
further expressed. In the report, little focus is directed to assessment of risk both financially 
and other risks. In relation to the profitability assessment based on the framework a 
suggestion is to incorporate risk as a point of evaluation. Other than the tangible risks such 
as financial risks, suggestions are to include risks like: juridical, reputational, corporate 
social responsibilities, ethicality and personal harm.  

Natural future extensions of the framework are therefore to incorporate assessments of 
risks and rewards to increase the tangibility of the framework. This assessment is also 
beneficial for both of the stakeholders, of entrepreneurs and venture capitalists, which 
therefore contribute with clear value to the framework.  
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7.6 Discussionc on sustainability  
Sustainability is categorised from three main aspects: (1) environmental, (2) societal and (3) 
economical (Epstein & Buhovac, 2014).  

According to research findings IT and ICT innovations and increased digitalization can 
reduce the long-term green house emissions (GeSI, 2012). In a local scale ICT can reduce 
the green house gas emissions (GeSI, 2012). However, evidence also shows that ICT and 
IT solutions increase the globalization of businesses, which increase the need of global 
transportation and thereby the green house emissions (OECD and IFT, 2008). IT 
innovation contributing to increased globalization may be a contributor to increased travel. 
Consequently IT innovation can have direct beneficiary effects on a greener environment 
and indirect bi-effects as a consequence. In general terms the environmental sustainability 
of innovations is therefore specific to each innovation.    

The social sustainability refers to the increased sustainable situation of people, such as 
increased living standards, habitability, happiness and social justice (Epstein & Buhovac, 
2014). According to Ries (2011) the main objective of new innovations is to either solve a 
problem or address a need of customers or users. Consequently there is a direct link 
between innovations and social sustainability. According to Feinleib (2012) the most 
evident cause to why start-ups fail is the lack of product market fit, which subsequently is 
linked to the social sustainability of the innovation.  

A direct link between and innovation and economical sustainability is evident, as it is the 
driver of interest from venture capitalists. As introduced in the background, IT innovations 
have low barriers to entry for new ventures (Tidd & Bessant, 2009). According to Tidd and 
Bessant (2009) software based innovations require low levels of funding and have potential 
of high returns if successful. Consequently contributing to the knowledge of what makes 
companies successful may increase the economical sustainability.  

The research and its findings are mostly linked to the economical sustainability. However 
as evidence show, new innovations within IT can also have direct or indirect consequences 
on the environmental and social sustainability. Environmental implications are for instance, 
the growing globalization within IT, which increase the pollution. However, the 
digitalization has beneficial influences on the environment in a smaller scale. As customer 
focused innovations capture their value form providing value for customers, the innovation 
is closely related to social sustainability.  

  



 

 80 

8 Conclusion 
The purpose of this chapter is to present the conclusions that have been drawn based on the research and its 
findings. The culmination of this chapter is to present the conclusive findings as well as the contributions of 
the research.   

As stated in the beginning of this research, innovation is a complex and challenging 
concept. Innovation is built upon two main characteristics: novelty and value. An 
innovation can be concretised into something that is novel and of value for the potential 
customers or buyers of the product. As innovation can be concretised into these 
characteristics, innovation is not limited to products it can be a new process, business 
model or a way of thinking.  

In all cases innovation is novelty, and for visionary innovation this novelty is transformed 
into something tangible that are then tested in practise. In general innovation is therefore 
measured in two ways: internally and externally. For radical and visionary innovation it is 
uncertain how the innovation should be evaluated.  

The objective of the report is to dismantle the phenomenon of visionary innovation and 
investigate its potential for growth and adoption. Essentially the objective of the report is 
to investigate and give answers to how innovation can be evaluated. The main objective of 
the report has been to contribute with knowledge about the phenomenon of visionary 
innovation and how it may be evaluated based on growth.  

The aim and problem stated in the research is: How can visionary innovation within the 
Information Technology (IT) sector be evaluated based on assessment of growth and 
market adoption? 

8.1 The framework 
In general, there are two things that influence growth of new innovations: constraints and 
drivers. Dahmén (1991) discuss the phenomenon of constraints from structural tensions and 
development blocks. Similarly, Hughes (1983) discusses this factor from salient and 
reverse-salient in the development and expansion of technologies. To simplify Hughes 
argumentation, growth of new technologies is influenced by positive and negative drivers. 
From the expert interviews it can be concluded that positive and negative drivers affect the 
potential for diffusion and growth of innovations influence innovations.  

Furthermore, the elements for evaluation can be broken down into three dimensions: (1) 
the eco-system, (2) the customer behaviour and (3) the market potential. A summation of the 
concluded elements for evaluating innovation is presented in Table 2.  
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Table 2 The concluding elements for evaluating innovation 

Eco-system Target market Customer behaviour 

Infrastructure Characteristics Existing behaviour 

Technology Customer segmentation Needs, demands & surplus values 

Competitive environment Attractiveness Switching costs 

 

The characteristics of the dimensions act as positive and negative drivers, which influence 
the potential of growth. These characteristics can be compared to Dahmén’s (1991) 
metaphor from botany that plants are affected by factors that can delimits and drive 
growth, which can be both internal and external. In the framework constraints to growth 
can have varying severity depending on their relation to other dimensions. For instance, 
technological complications that have clear correlation with the surplus values are a severe 
negative driver in relation to growth. The positive and negative drivers also have an 
influence in the cyclability of the innovation. As new technologies are introduced from a 
technology push perspective important aspects are to get traction in the customer 
behaviour. Similarly, an innovation originating from the customer behaviour needs traction 
from a market as well as the eco-system in order to grow in size. In that sense innovation 
cycles have been identified between the elements of the framework. Therefore the 
coordination between the elements is also influential in relation to growth and adoption.  

Innovations within the IT sector can be assessed from review of the three elements with 
focus on the drivers and constraints influencing growth and market adoption. The three 
elements therefore objectify the characteristic of the innovation and the influences of 
growth. In terms of evaluation, the three elements are consequently influential in assessing 
the growth potential and constraints of the innovation. For visionary innovations the three 
elements contribute with insights about the positive and negative drivers that facilitates or 
hinders growth.  

8.2 Market potential assessment 
In the report a function was presented to assess the market potential of the innovation, see 
Equation 10. The function is based upon the three innovation dimensions of eco-system, 
customer behaviour and market potential.  

Equation 10 Presentation of the market potential assessment function 

𝑇ℎ𝑒  𝑟𝑒𝑠𝑢𝑙𝑡𝑖𝑛𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑝𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙 =   𝑓
𝑇𝑎𝑟𝑔𝑒𝑡  𝑚𝑎𝑟𝑘𝑒𝑡

𝑇𝑜𝑡𝑎𝑙  𝑎𝑑𝑟𝑒𝑠𝑠𝑎𝑏𝑙𝑒  𝑚𝑎𝑟𝑘𝑒𝑡 ,
𝑆𝑢𝑟𝑝𝑙𝑢𝑠  𝑣𝑎𝑙𝑢𝑒
𝑆𝑤𝑖𝑐ℎ𝑖𝑛𝑔  𝑐𝑜𝑠𝑡𝑠 ,

𝑊𝑖𝑙𝑙𝑖𝑛𝑔𝑛𝑒𝑠𝑠  𝑡𝑜  𝑝𝑎𝑦
𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟  𝑠𝑒𝑔𝑚𝑒𝑛𝑡𝑎𝑡𝑖𝑜𝑛  

The function is primarily used to visualize the analysis of the case studies. Identifications 
that have been made throughout the theoretical analysis and interviewees are that the 
surplus needs to be greater than the switching costs of the customers. Similarly, according 
to Moore (1999) the most important step in growth is the chasm; in this state the 
innovation is either adopted by the general public or will die out. In that aspect the 
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difference between the target market for the innovation and the total addressable market is 
interesting to objectify. If the target market is small in relation to the total addressable 
market the company is locked in a niche of the market. In that sense in order to grow the 
innovation more it needs to be valuable for a larger mass. This has been identified in the 
case of Virtusize. In addition, if the target market is close to the total addressable market 
there is difficult to precise the need and value of the system. Rogers (2003) argue that the 
customers adopting the system early and the laggards have very different perspectives and 
needs. Therefore to start with a clear target segment may increase the rate of diffusion 
(Rogers, 2003). Furthermore the willingness to pay of the targeted segment is important in 
order to review the interest of the customers. In Voddler’s case the customer segmentation 
was not the ones most likely and willing to pay for the solutions.  

8.3 Conclusions of the case studies 
The objective of the research is to contribute to the question of how visionary innovation 
can be evaluated to assess the potential for growth and adoption.  

In the research, conclusions are that negative and positive drivers affect growth as it either 
hinders or facilitates the diffusion of the technology. In the case studies, that have been 
conducted, different constraints have been identified that ultimately affect the market 
potential and the potential for growth.  

8.3.1  Voddler  and video on demand 

Based on the three elements, Voddler’s solution resulted in negative constraints in many 
aspects and perspectives. To begin with Voddler was aimed at being accessible directly in 
the TV. However, as the project progressed, the system was later focused towards 
computers. This change inclined a change in the target market for the innovation, as well as 
more complex eco-system that Voddler needed to create around VoD. Ultimately the 
system was locked between a targeted market not that willing to pay for the system and 
content suppliers resistant to change their ways. Effectively, these constraints led to a 
demanding and costly battle for content as well as low surplus values for customers, as the 
customers could easily access the content illegally. These negative drivers for the system 
ultimately created a challenging environment to grow the innovation 

In Voddler’s case the system would have benefitted greatly from regulations and laws 
prohibiting and discouraging illegal alternatives. The regulatory pressured would then have 
increased Voddler’s surplus values and probably facilitated growth of the system.  

8.3.2  SEQR and mobi le  payments  

SEQR is a new mobile payment solution, which is targeted to becoming a mobile wallet. 
The system has great functionalities and a strong position in both the eco-system and for 
the customers. In the stores the system requires less hassle for the retailers and is available 
at a lowered cost than other alternatives. Similarly, the system incorporates all the 
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customers loyalty programs and returns up to 3% of the purchases. According to Arthur 
(1994), Rogers (2003) and Ewing et al. (2013) in a battle for becoming the new standard 
fast diffusion and adoption is essential.  

In relation to Swish, SEQR have currently not gotten similar market peneration. Swish 
system is a sub-function of SEQR and a much simpler offering. The challenges for SEQR 
is to change the customers behaviour into using the mobile for payments. One can argue 
that the surplus value of such an alternative is not that high as the pain of using cards is 
incorporated in customers behaviours. For Swish the system is targeting a much clearer 
targeted market of customers wanting to send money P2P. In that segment the pain of 
manually transferring the money is much higher, which creates a much stronger surplus 
value for the potential customers. The predominant constaints of SEQR’s system is to 
clarify the targeted market and the value proposition in order to faciliatate growth.  

8.3.3  Virtusize and vir tual  s izing guides 

Virtusize is a virtual sizing guide, which helps shoppers online find the right fit and size 
online. Virtusize’s offering is simple and easy to use. The main challenges for the system is 
to find the right placement and function in the eco-system of online retail.  

In the current environment Virtusize’s system is placed in the end of the process, which 
have the potential of steering away customers and delimiting growth. In Virtusize’s case the 
challenge therefore is to incorporate the system into the current eco-system of online retail 
to facilitate growth. Similar to SEQR the current environment of virtual sizing is a battle 
for the becoming the standard. Therefore growth and adoption of the system is essential.  

8.3.4  Summation 

In summation in these three cases potential constraints and drivers for growth have been 
identified and discussed, which affect the potential for growth and adoption of the systems. 
Even though the framework and evaluation model cannot possibly give a certain answer, 
the framework objectifies potential constraints, tensions and drivers that influence growth.  

8.4 Contributions to theory and methods 
The main objective of the research has been to contribute with theory and insights into the 
phenomenon of visionary innovation and how it could be evaluated. Consequently the 
conclusions of the research are aimed primarily at contributing to science and theory about 
the gap between the current evaluation forms of internal and external evaluation of 
innovation. The desired outcome of the research is that the assessment of the framework 
and the insights generated contributes to entrepreneurs and venture capitalists. The intent 
is that the framework can aid and steer the development of new technologies.  

Although visionary innovation is a highly discussed term and concept, very few models 
exist today to simplify the evaluation and development new innovations. This research is 
therefore contributing to this shortage of available models. However, one shall not forget 
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that innovation and especially visionary innovation is a complex and challenging concept, 
which makes a precise assessment difficult to achieve. Therefore the framework and model 
developed in this research is a good first step into dismantling the phenomenon of 
visionary innovation.  

8.5 Contributions to practise 
The desired outcome of the research is that the framework contributes to practise of the 
stakeholders. For the identified stakeholders of entrepreneurs and venture capitalists, the 
main objective is to reduce the level of speculation and ambiguousness of the innovation. 
Currently, innovation is evaluated internally in terms of performance and feasibility and 
externally related to the market response. In extension of Ries (2011) the MVP testing has 
been an increasingly widespread phenomenon to gain insights of the market response. 
However, as identified in the research, for visionary innovation it is uncertain how the 
innovation shall be evaluated in these phases. As discussed in the research MVP testing 
have evident pitfalls of relying too much on customers and loosing the vision of what to 
create. However, as identified in the research the behaviour of customers is an important 
factor where MVP can be a helpful strategy and concept. The framework constructed in 
the research contributes with more a way to evaluate visionary innovation related to growth 
and adoption. The practical value of the framework is therefore to gain further 
understanding of the constraints and drivers of the innovation to facilitate growth.  

8.6 Concluded findings 
In the report three main elements for evaluation have been concluded: the eco-system, the 
target market and the customer behaviour. To conclude the research and summarize the 
findings, visualization of the findings has been constructed in Figure 18.  

 

Figure 18 Visualization of the concluded findings 
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As identified in the research the innovation is dependant on the influence of the positive 
and negative drivers of the three dimensions. In the visualization in Figure 18, the innovation 
is an analogy of a ball on a tipping scale influenced by the drivers. Depending on the extent 
and importance of the drivers it will contribute to growth in different amounts. An 
extremely important driver, or a driver with connection to other elements has a multiplying 
or dividing influence.  In the research a multiplication driver is for instance a strongly 
supporting infrastructure that facilitates growth. A divider is a severe negative driver that 
affects the other elements negatively and thus drastically reduces the potential for growth. 
In that sense the balancing scale is dependant in the magnitude of the driver as well as the 
lever the driver results in depending on its influence on other elements. The occurrence of 
positive and negative drivers identifies if the timing for the innovation is right or off. 
Similarly, the positive and negative drivers in the framework identify how the innovation 
should be shaped in order to facilitate growth.  

In terms of evaluation of visionary innovations, the factors to consider are the 
characteristics of the drivers and the constraints for the innovation. Thereafter, to review 
the magnitude and the lever the drivers have on the business.  

In final remarks, other than the evaluation framework, the factors categorised as 
prerequisites such as the internal capabilities and the execution of the innovation is 
important to consider.  
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Appendix I. Presentation of the interviewees 
The interviewees in the research consisted of both expert interviewees in the expert panel 
and interviewees related to the case studies. 

Expert interviewees 
The interviewees with experts consisted of a total of seven interviewees and seven 
interviews. The interviewees and their experience plus a motivation to why they was 
selected is listed below:  

Interviewee 1. Management Consultant  

This interviewee is a partner of a global consulting firm and expert in the field of PE and 
mobile banking. This interviewee was purposely selected to give a more general perspective 
to evaluating companies and innovation. The expert fields of the interviewee are 
investments in traditional and long-term businesses that have existed at least 10 years.  

Interviewee 2. Senior Strategic Advisor 

This interviewee has more than 30 years of experience form management consulting in 
strategy, mergers and acquisitions and outsourcing. The interviewee has worked with IT as 
well as innovation and was selected because of his extensive experience and knowledge 
within strategy. The interviewee has also experience form venture creation within 
consulting.    

Interviewee 3. Independent venture capitalist 

This interviewee is an independent venture capitalist with a long-term track record in 
investment strategy focused towards traditional and mature businesses. The interviewee has 
experience from a large Swedish venture capital firm as well as a global Management 
Consulting firm. The interviewee was purposely selected because of his or hers experience 
in venture capital and investments in technology ventures.  

Interviewee 4. Innovation expert 

This interviewee has been a professor in innovation and has written many publications and 
books within the subject. The interviewee was selected because of his or hers extensive 
knowledge within the field of innovation.  

Interviewee 5. Serial entrepreneur and angel investor 

This interviewee has extensive experience from entrepreneurship and venture creation. The 
interviewee has than 10 years of venture creation experience and involvement in more than 
30 ventures. The interviewee was purposely selected because of its long and extensive 
experience within the field of entrepreneurship and innovation.  

Interviewee 6. Private equity and venture capital expert 
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This interviewee has long experience from private equity and venture capital from both 
global and Swedish investment firms. This interviewee was purposely selected because of 
its experience form investments in innovation and IT as well as other industries.  

Interviewee 7. Incubator manager and entrepreneur 

This interviewee is a manager of a University incubator and has extensive experience from 
venture creation and coaching of new ventures. This interviewee was selected because of its 
experience within both entrepreneurship as well as coaching new venture into growth and 
expansion.  

Interviewees in the case studies 
The interviewees with case companies consisted of four interviewees and three primary 
case studies. These were then analysed in combination with benchmarking studies of 
similar solutions.  

The case of Voddler 

In the case of Voddler two interviewees were interviewed. The first interviewee, referred to 
as Voddler: Interviewee 1, is a private investor in the company and been involved in Voddler 
since it was founded. The second interviewee, referred to as Voddler: Interviewee 2, was part 
of Voddler’s management team with a leadership role in the company.  

The case of SEQR 

For SEQR one interviewee was used as reference. This interviewee is part of the 
management team with a significant role in the company. This interviewee is referred to as 
the SEQR: Interviewee.  

The case of Virtusize  

For Virtusize one interviewee has been interviewed. This interviewee is one of the founders 
of the company as well as part of the management team with an influential role in the 
company. This interviewee is referred to as the Virtusize: Interviewee.  

The benchmarking studies 

Information for the benchmarking studies is published research such as scientific papers as 
well as online articles and web publications. The purpose of the benchmarking is to 
strengthen the discussion of the case studies with a secondary objective other alternatives 
and solutions.  
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Appendix II: Interview-guides 

Interview guide: Expert interview 
Backgound* 

The aim of the report is to review visionary innovation within the IT sector. The expected 
outcome is to construct a framework that can be used to evaluate the innovation’s potential for 
growth.  

The problem formulation of the research is: How can visionary innovation within the Information 
Technology (IT) sector be evaluated based on assessment of growth and market potential? 

The intent of the interview is to discuss the innovation phenomenon and factors that can drive or 
hinder growth of innovations.  

The research is conducted together with the three case companies.  

Control questions* 

Your statements will be handled anonymous and your name will not be disclosed. The focus of 
the report is to discuss your experience and insights of growth and innovation.  

Personal citing is not intended, however if personal citations are demanded you will be notified 
in advance.  

The interview will be recorded, is that okay with you? 

* The same introduction was used for both the expert interviews and the case interviews.  

 

Interview questions 

Innovation focused 

1. In your own words, how would you define innovation? 
This question is aimed to concretise the interviewee’s perception of innovation.  

2. How would you define a successful innovation? 
This question states how the interviewee interprets success of innovations and the relation to 
growth.  

3. Can you give a few examples of successful IT innovations in your opinion? 
States examples to discuss and return to later on in the interview.  

4. In your opinion, in what ways to you think IT innovations differentiate from other 
industries? 
This question aims to concretise the interviewee’s interpretation of IT innovation and especially 
aimed at the interviewees with experiences from many industries.  
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Growth focused 
 

5. What are the reasons that some innovations fail and some succeed? Please give 
examples of both.  
This question is aimed at exploring factors for success and failure of innovation.  
 

6. What factors would you say determine growth of new and visionary innovations? 
This question is linked to question 5 and is aimed to go deeper into the cause.  
  

7. What factors would you say hinder growth of new and visionary innovations? 
This question is connected to both question 5 and 6.  
 

8. In what ways would you say that the eco-system is important? 
This question is a clarifying question if the eco-system is mentioned, specifically related to the 
examples given by the interviewee. 
 

9. What factors would you say determines the market potential of an innovation? 
This question is aimed at reviewing the market potential for the innovation.  

10. In what ways is the customer perspective important for growth? If possible 
please give an example.  
This question is aimed at reviewing the customer-perspective and the customer behaviour 
element related to growth of the innovation.  

11. In your opinion, with a new product on the market, what would you say is the 
recipe for success?  
This question is aimed as a summation of what has been said before and reconnects with the 
interviewee’s previous statements.  

12. In your opinion, what is the foremost aspect to why innovations fail? Please give 
examples.  
This question is aimed as a clarification and counter-force to question 11.  
 

13. In summation what factors or elements would you consider to evaluate 
innovation? 
This question is aimed as a summation of previous discussed elements.   

 
Summary of the points of measurements to review innovation 
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Interview guide: Case interview  
The questions stated below are questions that need to be discussed and fulfilled in the 
interview. Therefore the questions were not askes as stated and were asked in more of an 
indirect approach. The interviewee was asked to give examples regarding the questions.  

Questions related to the eco-system 

1. Is the innovation based upon a new eco-system or part of an existing one? 
2. How is the competitive environment: positive or negative competitive pressure? 
3. What is the main technology? Are the technology and its components under 

development or ready? 
4. What are the characteristics of the infrastructure? What are the positive and negative 

drivers? 

Questions related to the market potential  

1. What is the level of maturity of the market? 
2. What is the customer segmentation? 
3. What are the efforts for new customers to adopt the system (switching costs)? 
4. How attractive is the market? 
5. What are the positive and negative drivers of the targeted market? 

Questions related to the customer behaviour 

1. What are the customers existing behaviours?  
2. To what degree does the innovation change the behaviour of customers? 
3. What are the needs, demands and surplus values of the system?  
4. What revenue model is the system based upon?  

 
 


