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Coming together is a beginning. Keeping together is progress. Working together is success.
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Executive Summary

Title: Collaborations in the Swedish Mobile Payment Industry — The value creation
alternatives for mobile payment actors given the current collaboration situation.

Background to the Study: During recent years there has been a rapid increase of new
payment solutions. So-called mobile payment solutions are a category of payment solutions
that utilize the rapid adoption of cell phones, especially smart phones. Since the mobile
payment industry is rapidly expanding, it is an interesting industry to study. Moreover, the
industry is to a large extent knowledge-based — the actors are seldom producers of physical
products — and we believe that a successful mobile payment solution is often not only built on
good technology, but also dependent on collaborations with several different actors in the
mobile payment value network. Since the collaborations are of major importance we decided
to further investigate the subject of collaborations in relation to the mobile payment industry.
Further, when evaluating the collaboration structures we hope to develop an understanding of
what the current collaboration structures imply for the different kind of actors in the Swedish
mobile payment industry.

Purpose: The purpose of this study is to create an understanding for the use of, and the
approach towards, collaborations, including collaboration strategies, among the different
types of actors in the Swedish mobile payment industry. Further, the purpose is also to
describe the resulting value creation alternatives for mobile payment actors that the
collaboration situation gives rise to.

Method: The thesis is based on a qualitative empirical study of nine companies in the
Swedish mobile payment industry. The persons that are interviewed in this study are working
in relation to a current or a future mobile payment product, as business developers, product
managers and CEOs.

Findings and Conclusions: The results present a thorough compilation of the current
collaboration situation in the Swedish mobile payment industry. Further analysis shows that
collaborations are commonly occurring in the Swedish mobile payment industry, but that the
relations are structured with a low degree of formalization and inter-organizational
dependence and that only few actors have an active value-positioning strategy. The complex
structure and immature state of the industry results in the conclusion that there exists three
major value creation alternatives for an actor in the mobile payment industry; (1) Create value
through targeting and striving to control a central position in the value network, (2) Create
value through leaning upon your key resources and through that utilize your power in the
value network, and (3) Create value through creating new structures by innovations that leads
to the generation of a new value network relatively independent of collaborations.
Suggestions for Future Research: We suggest three main areas for future research: Firstly,
focused research on the advantages of collaborating in knowledge-based industries. Secondly,
we suggest similar studies to this one on other industries with different characteristics for
comparison. And finally, we believe it would be interesting to expand our study to other
markets to investigate how the external environment affects the collaboration situation.
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1 Introduction

The first chapter of this thesis is an introduction to the study. It consists of a
brief background presentation as well as an introduction to the purpose, scope
and limitations of the study. The end of the chapter is dedicated to explaining
important definitions and the thesis disposition.

Largely driven by the explosion of e-commerce stores and internet-based on-demand services,
combined with consumer demand for easier and faster access to goods and services, there is
currently a rapid development of new payment solutions and services. A rising trend within
payment solutions is mobile payments; utilizing the increasing cell phone (especially smart
phone) adaptation to make payments easier, faster and more convenient. We have seen that in
some Asian countries such as Japan and Korea, mobile payment solutions have been used for
about a decade. Yet, in the rest of the world these kinds of solutions are just starting to get
traction'. Currently the mobile payment market is getting flooded by many different,
sometimes competing, solutions, especially many startups taking up the fight against older
payment companies and IT giants. The company that manages to design a technical solution
that becomes accepted as a standard for payments is in a good position to dominate the
market: In the payment business the “winner takes it all”? and what company would not like
to become the next Visa or MasterCard?

During an internship at a growing payment service provider we, the authors of this study,
developed a great interest in the mobile payment industry®, and its abundance of products and
solutions. Moreover, the industry is mostly knowledge-based — the actors are seldom
producers of physical goods — and we got to understand that a successful mobile payment
solution is often not only built on good technology, but also dependent on collaborations with
several different actors in the mobile payment value network. Therefore the issue of
collaborations will need to be dealt with by business managers in order to enable their
companies to compete in the developing market. Thus, focusing on our interests, we decided
to further investigate the subject of collaborations in relation to the mobile payment industry.
Given our close proximity to the industry, we were interested in evaluating the collaboration
structures to learn what the situation means for the different types of actors, and thus
hopefully contribute to the future development of the market.

1.1 Background to this Study

For an in-depth presentation of the background, as well as to facilitate the reading of this
study, we refer the reader to Chapter 2: Problem Discussion & Framing. On a more general
level, this master thesis study was performed during the spring of 2011 as part of the master

1 An exception is Premium SMS solutions that are well established in for example the Swedish market.

2 CEO, Company H, Interview 2011-02-11

3 The mobile payment industry will be properly introduced in section 2.2 Introduction to the Mobile Payment
Industry, and further defined in section 2.3 Definition of Mobile Payment Industry.
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program Intellectual Capital Management at Chalmers University of Technology and the
School of Business, Economics and Law at Gothenburg University.

Our role as researchers is to objectively examine and study the unexplored research area; how
the collaboration situation in the Swedish mobile payment industry gives rise to different
commercialization alternatives for mobile payment solutions. This is since we believe that it
is hard for an actor in the mobile payment industry to develop, produce, market, sale and
deliver a mobile payment product or solution to the market alone. Collaborations hence
become essential to the value network and are therefore interesting to investigate further.

1.2 Purpose of the Study
Against the described background, the study sets out to investigate a research area that is to
our understanding currently unexplored:

The purpose of this study is to create an understanding for the use of, and the approach
towards, collaborations, including collaboration strategies, among the different types of
actors in the Swedish mobile payment industry. Further, the purpose is also to describe the
resulting value creation alternatives for mobile payment actors that the collaboration
situation gives rise to.

The term value creation alternatives is meant to be interpreted from a holistic perspective in
relation to collaborations; meaning the general kind of options an actor have in how to act
towards other actors and existing structures when building their products.

This purpose was chosen so that this study would contribute to an increased academic
understanding of the current collaboration situation in the mobile payment industry. Effort has
been made to evaluate the situation from the perspective of all the different types of actors in
the industry in order to make this report as useful as possible to these actors.

1.3 Research Questions

In order to fulfill its purpose, this study will be focused on answering four research questions;
one main research question complemented by three sub-questions. The main question to be
answered is:

What are the possible value creation alternatives for mobile payment actors given the
collaboration situation in the Swedish mobile payments industry?

The background to this division and the three sub-research questions are further explained in
section 2.4 Research Questions

1.4 Scope and Limitations

To be able to deliver a master thesis study with reliable and validated discussions and
conclusions, we need to define a suitable scope for this study. Firstly, this study is limited to
examining collaborations in the mobile payment industry, and the scope does not include a
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deeper study of any other aspects of the industry, or the industry in general.* Secondly,
collaborations is only one of the important building blocks of value networks (see section 4.1
Value Networks for more details), yet this study will not investigate any of the other building
blocks and will instead focus on exploring the subject of collaborations deeper.

Lastly, only the Swedish mobile payment industry will be examined in this study. This
limitation was used because of it would most probably be harder to draw conclusions from an
international study as the industry is not homogeneous from an international perspective. For
instance, many markets have different legal frameworks and other regulatory difficulties that
affect the development of the industry. In addition, the end-consumer preference and other
market drivers are specific to certain geographical areas and national borders. Therefore, our
approach was to perform a focused study of the mobile payment industry in Sweden, rather
than a general and less detailed study of the international mobile payment industry.

1.5 Definitions

Below are definitions of a number of key concepts that we believe are important to understand
as a reader. It is however important to note that the subject of this thesis is extremely
dynamic, and therefore the meaning of certain concepts continuously evolve. Therefore some
of the concepts below could be defined differently by other sources.

Actor — An actor in this study refers to a company, organization or other legal entity.
Definitions of the type of actors that are investigated in this study can be found in section
3.4.1 Choice of Investigated Companies.

API — the API (Application Programming Interface) is a set of rules that states how a certain
application or software can communicate with another application or software.

Applications — An application (short for Application Program, also commonly referred to
simply as App) is a program that is designed to execute a precise task directly for an end-user
or directly for another application program.

Collaborations — Collaborations are efforts that are performed by a two or more organizations
or companies with a common purpose or objective. See section 4.2 Collaboration, for more
details.

eCommerce — eCommerce (also defined as e-comm, e-commerce or electronic commerce) is
the general term for purchases made through electronic platforms that are designed to be
accessed through a computer.

Industrial Economy — The industrial economy refers to an economy where value is mainly
created through production and transactions of material products.

4 The mobile payment industry will however be defined in section 2.3, Definition of Mobile Payment Industry, with
the help of prior research.
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Knowledge-based Economy — The knowledge-based economy refers to an economy where
value is mainly created through production and transactions of knowledge.

mCommerce — We have decided to define mCommerce (or M-commerce, m-Com etc.) as the
general term for purchases made though electronic platforms that are designed to be accessed
through a mobile phone.

Mobile Payment Industry — The mobile payment industry refers to the group of companies
that already have or are developing business activities that are specifically meant to part of a
mobile payment solution.

Mobile Payment Solutions — In this study, a mobile payment solution is defined as a solution
for handling purchases where a mobile phone is somehow involved in the money transaction
process. See section 2.3, Definition of Mobile Payment Industry, for more details.

Near Field Communication — NFC (Near Field Communication) is a high frequency wireless
communication technology that enables exchange of data between enabled devices. The
technology is very short range (about 4 cm), and is therefore often considered to be a good
choice for development of contactless payment solutions built into mobile phones. Such a
solution could for example convert a NFC-enabled mobile phone into the equivalent of a
credit card, only the transaction would be initiated by holding the phone close to a NFC
payment terminal.

Payment Solutions — A payment solution enables a money transaction through being an
intermediary between a buyer and a seller. The money transactions are processed through the
payment solution, where often the seller often pays a transaction fee. Examples of well-known
payment solutions are the cash system, credit cards and premium SMS (see below).

Person-to-Person (P2P) — P2P often refers to a technology, product or solution that allows
two individuals (not businesses) to transfer funds between each other, for example, via the
Internet or a mobile phone.

Point of Sale — In this study we define Point of Sale as purchases made at the geographical
point of sale. An example is when a consumer purchases a shirt in a H&M store.

Premium SMS — Premium SMS (could also be called CPA — Content Provider Access) is a
payment solution that is initiated through a sending a code by SMS to a specific number. The
money transaction is often cleared through the mobile network operator bill. Examples of
services where the Premium SMS are used are for instance when purchasing subway tickets in
Stockholm through a mobile phone or when voting in television shows such as Idol or
Melodifestivalen.

Value Creation — In this study, the term value creation has been assigned as an important
element, since it is both part of the title and the purpose. The term value creation is a superior
umbrella term that however can be used in many situations and therefore is broadly defined.
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Therefore it is important that we give our view of how we use the term in this study. We
define value creation as an umbrella term for all the activities that can be performed by an
actor in a value network in order to facilitate the process of taking an innovation or solution
into a value proposition (often in the form of a product or a service) towards an end-
consumer.

Value Networks — A value network is a set of organizations and firms that are interlinked
through relationships and collaborations with the purpose to deliver a common value
proposition to a specified end-consumer or market.

1.6 The Disposition of the Study

When choosing the disposition of the study, we intended to follow a traditional and logical
academic structure. In this structure, we first give an introduction to the thesis, followed by an
introduction to the central problem. Thereafter, a theory chapter is set-up in order to introduce
a framework and structure around the problem. This is followed by an empirical investigation
that makes up the research contribution in this study. Finally, an analysis is performed, and
the major findings of this analysis are then presented in the concluding chapter.

Chapter 1 — Introduction

In the first chapter of the study (i.e. the current chapter), the background to the study is briefly
presented. Moreover, the purpose of the study is introduced together with the scope and
limitations of the study.

Chapter 2 — Problem Discussion and Framing

In the second chapter we aim to expand the introduction chapter focused on the central
research questions and improve the background to the study. By this we hope to provide a
good initial substance to the reader that will improve the reading experience. The chapter
gives an introduction to the knowledge-based economy and the mobile payment industry,
which then leads into the research questions of the study. Lastly the relevance of the study is
presented.

Chapter 3 — Methodology

In this chapter, the method used by us in the study is presented and the quality of the research
is discussed and analyzed. The chapter first explains the overall working process before going
into the academic approach and research method. Finally, the validity and reliability of the
study is discussed.

Chapter 4 — Theory

In chapter 2, the subjects knowledge-based economy and mobile payment industry are
presented. The theory chapter intents to expand a broader theoretical framework by describing
in detail the subjects of value network and collaborations. At the end of the chapter, the key
frameworks and theories that we will use in the analysis are highlighted.
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Chapter 5 — Empirical Investigation

The empirical investigation chapter presents the empirical findings from the interviews with
the nine companies involved in the empirical study. Each interview is summarized by using
the structure outlined in the introduction to the chapter.

Chapter 6 — Analysis

This chapter intends to be a bridge between the theoretical framework and the empirical
investigation. Each of the research questions that are presented in Chapter 2 are analyzed
separately by using the theoretical framework and empirical data. Also, research questions 2
and 3 are broken down into more specific sub-questions with the purpose of improving the
analysis of the study.

Chapter 7 — Conclusions

In the last chapter, the key take-outs from the analysis are presented as the conclusions of this
study. Furthermore, the conclusions summarize an answer to the overall research question.
Finally, suggestions for future research are presented.
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2 Problem Discussion & Framing

The aim of this chapter is to explain the context that is the base for the
research question of this study, namely the knowledge-based economy in
general and the mobile payment industry in particular. This will be put in
relation to the research question and why we believe this is an interesting
subject to investigate. Lastly, we discuss the relevance of this study in relation
to existing academic investigations.

2.1 Introduction to Knowledge-based Economy

In contrast to the industrial economy’s focus on physical production, the knowledge-based
economy has acquired its name from businesses’ increased dependence on knowledge to
achieve growth (OECD, 1996). Indeed, the fundamental difference between the industrial and
knowledge economy is the carrier of value: whereas the industrial economy is characterized
by production and transactions of material products, the knowledge-based economy is
primarily driven by production and transactions of knowledge.” Naturally, the two co-inside,
but according to Petrusson (2004) “the focus on the firm as producer of physical goods has to
be replaced, or at least complemented, by a focus on the firm as a creator of knowledge and
other intellectual capital [... and] it is only a question of time before business actors in all
sectors will consider this to be evident.”

Given that knowledge is created and controlled very differently from physical goods, the
increased focus on knowledge has many implications for businesses; among other things an
amplified need to build value networks. According to Chesbrough (2006), building strong
connections to third parties who are outside the immediate value chain can increase the value
of a technology. Therefore management is increasingly shifting their focus from the effective
production of physical goods to aspirations “to control networks that generate experienced
technical functions, utilities and goodwill” (Petrusson, 2004,). In other words, Petrusson
thinks that in the future “business is going to be more network-oriented”. Blaxill and Eckardt
(2009) follow the same line of thinking when they name “delivering complex solutions to the
market” as one of the main reasons for collaborating. Thus, in complex knowledge intensive
industries the network of relations becomes an important part of a firm’s business model. As
the value creation increasingly involves transactions between actors, business models can be
analyzed, and even defined, by mapping the collaborations and flows of value between actors
in the value network.® Adapting to these changes in the economy, Blaxill and Eckardt (2009)
suggest that collaborating should become an essential part of business strategy, and that
getting a central position in a value network can be an effective way to achieve competitive
advantage.

> Lindgren, Jonas (2009) Lecture; Introduction to value creation in the industrial economy, Chalmers; 2009-09-02
¢ Sundelin, Anders (2009) Lecture; Business Models for ICM, Chalmers; 2010-04-08
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2.2 Introduction to the Mobile Payment Industry

The wide adoption of mobile phones has opened up for the development of many new
services, utilizing the personal nature of these ever-present digital devices and their
increasingly more powerful computing power. One thing that has gained traction in recent
years is the purchasing of goods and services using the mobile phone (m-commerce)’. This
development has called for a parallel development for ways of using the mobile phone to pay
for the purchases: mobile payment solutions.

One of the oldest and most common mobile payment solutions is the so-called Premium SMS,
where an SMS containing a code is sent to a specific number as a purchase order. The cost for
the service or good is then added to the consumer’s mobile phone bill. However, because of
limitations these payment solutions are only suitable for small transaction amounts and certain
purchases (Van Bossuyt and Van Hove, 2007). Thus the mobile payment market can still be
considered to be immature in many markets®, with several solutions competing for market
share, and even more being developed (Boersma, de Bel, and Screpnic, 2011). These are often
complex technology solutions, connecting information and services. Hence, the mobile
payment industry could be described as being knowledge-based and would be expected to be
characterized by value networks and a high dependence on collaborations.

When studying collaborations, the choice of an industry that is in need of collaborations is
obviously important, yet there are additional reasons why the mobile payment industry is
interesting to study. In the current immature development state, without a clear standard
business model, it should be possible for actors to try very different strategies when trying to
get a strong position, compared to a more mature industry where solutions would generally be
expected to be more similar. Moreover, the many options and early state make it possible for
new companies, largely dedicated towards mobile payments, to enter the industry and contrast
older companies that see mobile payments as just another possible diversification. Differences
regarding collaborations could be evident here if the old, financially stronger actors turn out to
have different incentives for collaborating compared to the less stable actors. Thus, to know
what different actors to compare, the mobile payment industry must first be defined.

2.3 Definition of Mobile Payment Industry

There is no precise universal definition of mobile payments, but a general definition of mobile
payments is a solution utilizing mobile devices to make transactions, for example, banking
transactions or pay bills (Gerpott and Kornmeier, 2009). A narrower definition was made by
Karnouskos (2004), who defined it as a transaction of money in return for goods or services,

7IT manager, Company H (2011) Interview 2011-02-24
8However, the development level of the mobile payment market is very diverse when looking from a global
perspective. As put by Boersma, de Bel and Screpnic (2009):

Different geographies bave different levels of progress and maturity in different applications of mobile payments.

For example several African countries make use of mobile payments for peer to peer remittance and to reach the

un-bantked. Asian countries such as Japan and South Korea are well advanced in the use of the mobile phone

Jfor Point of Sale payments and the mobile device in these geographies is slowly morphing into a single device with

multi — payment applications. Europe is actively experimenting with Point of Sale NFC payments.
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where the initiation, authorization and confirmation are carried out using a mobile device.
Here a mobile device can be any portable device that has access to telecommunication
networks, most commonly a mobile phone but could also refer to other devices such as PDAs
or tablets.

From the interviews made in this study there seems to be a general understanding that
referring to mobile payments means purchases where a mobile phone is somehow involved
in the money transaction process. This approach is also the one adopted in this investigation
as this definition limits the study to mobile phones while keeping the way the phone is used
variable. Some of the companies that were interviewed used a narrower definition, for
example, Company E confined mobile payments to when money is cleared from the account
or bill connected with the mobile phone.® In contrast Company H had the more general view
of a payment process being independent of geographical location.® Efforts were made to
adapt to these differences when analyzing and comparing the outputs from the interviews.

Similarly, it is hard to define exactly what type of commercial actors that are/will be
stakeholders in the mobile payment industry as a standard solution has yet to emerge, and as
new mobile payment solutions enter the market, so might new types of actors. However, there
are some types of commercial actors that are considered to be main stakeholders in current
and/or future solutions. For example Camponovo, Ondrus, and Pigneur (2005) mention the
following main stakeholders: mobile Payment Service Providers (PSPs) (that could be
financial institutions such as banks and card issuers), Mobile Network Operators (MNOSs),
technology suppliers, intermediaries and newcomers (not defined further). On the same line,
Au and Kauffman (2006) talks about MNOs, technology vendors, financial services
institutions, mobile payment systems solution creators and specialized intermediaries. Using
slightly different notations, this investigation will thus be looking at the following
stakeholders when answering the research questions:

e technology providers

e Mobile Network Operators (MNOSs)

e payment aggregator (an intermediary),

e Dbanks (financial institutions) and

¢ mobile Payment Service Providers (PSPs).

In section 3.4.1 Choice of Investigated Companies the selection process to the empirical
investigation is further explained. Also, in section 5.1.1 Overview of Investigated Companies,
it is possible to find a summarizing table of the companies included in the study.

% Global Customer Solutions Manager, Company E (2011). Interviewed 2011-03-31
10 Business Developer, Company H (2011). Interview 2011-03-08
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2.4 Research Questions

The current state of the Swedish mobile payment market provides an opportunity to
investigate how the relevant stakeholders use collaborations and the implications of this for
creating their solutions in the industry. Thus, as stated in section 1.3 Research Questions, the
main research question of this study is:

What are the possible value creation alternatives for mobile payment actors given the
collaboration situation in the Swedish mobile payments industry?

This question will be answered by investigating the collaborations in three steps,
corresponding to three sub-research questions, starting with looking at to what extent
collaborations exist and ending with how they are used from a strategic perspective:

1)

)

(3)

To what extent do collaborations exist between different types of actors in the

Swedish mobile payment industry, and what is the structure of these
collaborations?

Besides contributing to the overall purpose of this study to create an
understanding of collaborations in the mobile payment industry, the purpose
of this question is also to give a view of the current collaboration situation
between the types of actors in the industry. This will provide the basic
understanding for answering the main research question.

What are the approaches towards collaborations among the different types of

actors in the Swedish mobile payment industry?

Aims to qualitatively understand what motivates the actors to collaborate.
This gives additional understanding to why the current situation looks as it
does, as well as to assess insight into what possible arrangements the
different types of actors might be willing to get into in the future.

Research question 2 is further decomposed in the Analysis chapter into three
specified questions in order to improve and strengthen the analysis of this
study. See section 6.3 Approach to Collaboration, for further information.

What are the different actors” collaboration strategies in relation to the

commercialization of mobile payment products?

Answering this third question will reveal the actors” views of the possible
commercialization options (regarding collaboration structures) given the
current use of and approach towards collaborations for the different types of
actors. Focus will be on trying to understand the actors” opportunities and
threats and how they deal with these.

Research question 3 is further decomposed in the Analysis chapter into three
specified questions in order to improve and strengthen the analysis of this
study. See section 6.4 Value Network Strategy in the analysis for further
information.
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2.5 Prior Research
Investigating prior research was carried out in parallel with establishing the theoretical
framework of this study. A more thorough introduction to the method for establishing the
theoretical framework is however in the section 3.6. Theoretical Framework. In light of the
identified prior research we argue that there exists very limited research in the topic that this
study intends to focus on:

There is research focused on the mobile payment industry, the business models of the mobile
payment industry and possible structures of mobile payment value networks. We want to
highlight two good examples of these studies; firstly, Bouwman et.al (2008) give a good view
of the different structures of the mobile payment value network that have been dominating the
industry during the last years. The authors moreover explain how technological and strategic
developments enable new structures of the mobile payment value network that will bring new
billing and payment alternatives for content and service providers in the industry.

Secondly, Van Bossuyt and Van Hove (2007) explain the different kinds of payment models
and business models that a new generation of mobile platforms could have. Among other
things, the paper gives two examples of business models; carrier centric models and payment
service provider (PSP)-centric models that will in different ways offer new compelling value
propositions to the end-users.

Consequently, we consider that the prior research gives good views of the possible future
structures of the mobile payment value networks and the possible future mobile payment
business models. However, the researchers do not highlight nor describe how the different
type of actors collaborates, what their approaches to collaboration are or what their value
network strategies are. Neither do the researches explain what this situation will imply for the
different type of actors in the future. We will attempt to cover this area in this study.

2.6 Relevance of the Study

Given the limited research on this area, we argue that this study is relevant since it highlights
and investigates an unexplored research area and focuses on unsolved research questions.
Moreover, since the mobile payment industry is immature and in an expanding state, the
general utility this study will provide is an increased understanding of the collaborations in
the mobile payment industry. This is interesting since we believe that collaborations are an
important building block for the industry to function.

Moreover, the interviewees in this study had a positive attitude towards the studied subject.
There is an interest in getting an increased understanding of the collaboration situation in the
mobile payment industry and what the current situation will imply for the different type of
actors in the industry. Therefore we hope that this study will not only be interesting for the
academy but also for the actors in the industry. In addition, we hope that the conclusions from
our study could be applicable for other industries, especially other emerging technology-based
markets, and that it could provide some insights into how these industries work.
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3 Methodology

The third chapter explains the methodological choices made in this study and
the procedures that have been used. First the working process is described,
followed by the academic approach and the research method. The final part of
the chapter will discuss the validity and reliability of the study.

3.1 Working Process & Approach

The working process of this thesis consisted of a number of phases, and was designed to be
continuous. Consequently it was crucial that these phases were dynamic and overlapping.
Therefore we chose a research process that was developed by taking inspiration from
Davidsson and Patel (2003) and Bell and Bryman (2007). We believe that by having a set
working process early in the study the quality of the master thesis was increased. Therefore,
the developed working process functioned both as a facilitator as well as a quality assurance
of the study.

An overview of the research methodology is shown in Figure 1 below.

S

Suggestion of Subject and
Research Area

Proposal of Purpose of the
Study and Reserach
Questions

Develop a Theoretical Perform an Empirical
Framework Investigation
Academic
—
Approach

Improvementand
Modification of Purpose and
Research Questions

Identification of Conclusions
and Final Presentation

—

Figure 1 Method overview based on Bell and Bryman (2007) and Davidsson and Patel (2003)

The initial stage of the master thesis project was devoted to developing an overview of the
study. This was followed by a parallel process where the theoretical framework and the
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empirical investigation was created, which lead to a refinement of the purpose and research
questions, before the analysis of the study. Finally the analysis was used to identify the
conclusions of the thesis.

3.2 Academic Approach

Two general approaches are often mentioned in academic literature; theory and empiricism.
These are complemented by a number of developed methods on how to relate between theory
and empiricism (Wallén, 1993). In the following sections of this chapter, we will further
present and explain these academic approaches and their relation. Here we will also specify
the academic approach that we have chosen in this study.

The term theory generally refers to a function the purpose of which being to explain the
nature of a studied phenomenon. The theory should also explain the studied phenomenon’s
features. As an example, the theory should cover the following; how the phenomenon is
perceived, it’s essential characteristics and how different circumstances are interrelated and
how they can be clarified (Wallén, 1993). Wallén also explains that the theory should consist
of four elements that we use in order to increase the quality of the theory chapter:

e Concepts
e Context and Structure
e Models

e Explanations

The term empiricism refers to the work that derives from the practice of examining and
investigating phenomena, trends and objects. Therefore there is a major difference between
theory and empiricism, where theory instead derives from an academic construction or model
(Wallén, 1993). Wallén further argues that the empirical study includes two successive parts;
first the empirical study includes data collection where different characteristics are identified.
Secondly, the empirical study includes a description part, where the data is complied into
information in a systematic and descriptive way.

In the selection process of the academic approach, it is important to consider the relation
between theory and empiricism. In this context there exist two general approaches towards
methodology; (1) the inductive approach and (2) the hypothetical-deductive approach. In the
inductive approach a researcher should initially start with data collection in order to draw
general and theoretical conclusions. In contrast to the inductive approach, the hypothetical-
deductive approach means that theory should have a more significant and more substantial
role. The theory should derive empirical consequences that at a later stage should be
examined against collected data (Wallén, 1993).
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This thesis has both an empirical and a theoretical approach: We have created a theoretical
framework in parallel to making the empirical study that is the foundation for the analysis of
the study. From this starting point, a hypothetical-deductive methodology could be used.
However, as is further explained in the Problem Framing chapter, there is only limited
research in the research area, and therefore this study has an explorative approach (Davidsson
and Patel, 2003).

We argue that the area that we intend to investigate is not mature enough to derive empirical
testable hypothesizes about. Therefore the intension is to have an open approach to the
research area and furthermore to have a holistic perspective on the scope of our study. We
therefore hope that our study, including the conclusions, can be a basis for potential future
research.

3.3 Research Method

There are two general methodological approaches towards research; quantitative and
qualitative methodology. Qualitative methodology has a strong focus on studying soft data
and a small number of respondents exhaustively (Eriksson and Widersheim-Paul, 1991). A
qualitative method suits a research question with an objective to understand, see patterns or
describe (Trost, 2005). Instead quantitative methodology focuses on hard data and a larger
amount of respondents in order to clarify a general picture. This method best suits research

with an objective to describe “how many”, “how often” or “how common” (Eriksson &
Widersheim-Paul, 1991).

Since the purpose of this thesis study is to describe and analyze, we argue that our study is
designed in such a way so that the qualitative method is the most beneficial method. Hence a
qualitative method is used in this study, which is further described and motivated below.

Within the term qualitative methodology several data collection methods are included as in-
depth interviews, field studies, intervention studies and participating observation. In
qualitative methodology, situation dependent factors play a crucial role. In addition to this, it
is also important to alternate between proximity (trust and engagement) and distance
(methodical awareness, self-absorption and theoretical framework) (Wallén, 1993). The
chosen qualitative methodology in this study is in-depth interviews. Below, we will further
explain the term in-depth interviews.

A major advantage with in-depth interviews is that they can be used regarding more
complicated issues, especially if the respondent has received the questionnaire from the
researchers in advance and has been given time to prepare himself before the interview. In
addition to this, an advantage with in-depth interviews is that the researchers are given
opportunities to analyze the body language of the respondent and to ask follow-up questions
about areas that the researchers might find interesting or needs to be complemented (Eriksson
and Widersheim-Paul, 1991). We argue that the research area of this study is complex; also

14



Intellectual Capital Management ﬁ ICM

FAAMAGEHENT = ECOMOMECS = LW ~TECHNCLDGY

there are definitions in this study that could be interpreted differently among different
persons. Therefore, in-depth interviews would give the researchers a better control of the
research process.

In an in-depth interview, researchers should not only ask questions from a standardized
interview guide. Instead, there are opportunities to have a low degree of standardization. This
implies that an interviewer should adjust to the interviewee’s language usage and the
interviewer should manage the interview process of the questions so that it suits the study.
During in-depth interviews and low degrees of standardization, the diversification
opportunities are thus large (Trost, 2005).

In relation to interviews, it is important to investigate the term structure, which discusses if
the questions in an interview guide should have static or dynamic response options. If an
interview only has static response options it is referred to as structured, and if the interview
has totally dynamic response options it is called unstructured (Trost, 2005). Denscombe
(2000) mentions a third option; the semi-structured interview. A semi-structured interview is a
hybrid of between a structured and a structured interview. In these interviews, there should
exist a list of subjects and questions that should be answered. However, the researchers should
be open to let the respondents develop their ideas, and it is important to leave room to develop
their own aspects and standpoints. In order to deliver the best results for this study, we argue
that a semi-structured approach to the interviews is to be preferred. This is because the
research questions are to a large extent open as well as to a large degree complex. Therefore, a
semi-structured approach would catch the ideas and thoughts of the respondents in the
empirical study.

Voice recording during an interview offers the researchers a documentation of the whole
conversation so that it can be reviewed and used continuously during the research process.
However, it is also important to consider some disadvantages with voice recordings. First, it
only records the conversation and therefore leaves out the contextual situation as well as the
non-verbal communication. Second, it can be a disturbing moment for the respondent. These
disadvantages can be managed by carefully asking if voice recordings are acceptable, and
make sure that the recording is made tentatively (Denscombe, 2000).

The researchers argued that the advantages that exist with voice recording outweigh the
disadvantages if the issue is managed carefully. We have used voice recordings during the
study, and have not found any problems with this during the interviews.

In order to ensure the quality of the interviews, we chose to use the interview guide developed
by Trost (2005) as a tool. The interview guide consists of seven steps:

1. Thematizing - First the interviewers should consider the theoretical perspective and
formulize the purpose with the interview investigation
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2. Design — The study should be planned from the purpose of the interview investigation,
and the questions of the interview should be chosen and arranged.

3. The Interviews — The execution of the planned interviews. It is important to consider
both the answers, and the interviewers’ relation to the interviewee.

4. Processing and Analyzing — From the theoretical framework, the data collected should
be processed and analyzed.

5. Results — The analysis should lead into the conclusions of the study. It is also
important to assess if the conclusion hold for a critical investigation

6. Reporting — This step is when you get the result into the report. It is important to
follow the theoretical perspective that the theoretical framework has provided the
study.

3.4 Empirical Selection

Building on the explanation of the relevance of the mobile payment industry in chapter 2:
Problem Discussion & Framing, this section aims to introduce the investigated companies and
the corresponding interviewees.

This study is limited to the Swedish mobile payment industry. Consequently, the companies
selected for interview are all actors in the Swedish market. Another criterion is that the
investigated companies should be a part of a current mobile payment product or solution on
the market, or part of a future mobile payment product or solution. Thus, in the interviews we
confirmed that the companies considered themselves to either be part of a current or future
mobile payment product.

In the empirical investigation we interviewed five types of actors from the mobile payment
industry; technology providers, mobile payment operators, payment aggregators, banks and
payment providers. Below an explanation and definition of each type of actor is presented.

Type of Actor Definition

Technology Provider  The technology provider develops, produces, manufactures,
provides or offers technology or technical solutions (hardware or
software) that are enabling technologies for a mobile payment
products or solutions. The technology provider can perform either
one, a few or all the activities above (Bouwman et.al, 2008).

Mobile Network The MNO provides mobile services for internet access, data

Operator transfer or voice transfer. The MNO can buy capacity in another
MNO’s network and construct its own mobile network (Oxford
Reference, 2011).
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Bank The bank is a corporation that has received permission from the
Swedish Financial Supervisory Authority to perform banking and
financial operations (Nationalencyklopedin, 2011).

Payment Aggregator  The payment provider has an intermediary role between the
content and service providers and the mobile network operators
and enables content and service providers the service of billing
end-users through a network operator. The payment aggregator
often uses billing platforms and SMS-short codes (Bouwman et.al,

2008).
Payment Service The PSP can handle financial transactions such as payments on
Provider behalf on other firms or actors. The PSP can also by themselves,

offer payment products directly to content or service providers and
can manage the risk of fraud (Bouwman et.al, 2008).
Table 1 Description of type of actors interviewed in the qualitative study

We performed interviewed with two banks, MNO’s, PSP and TP’s and with one PA (nine in
total) and argue that this extent of empirical investigation gives a solid base for qualitative
study.

In all of the companies, we interviewed a respondent that had the overall responsibility for the
companies’ mobile payment solution, or the companies’ activity in the mobile payment
industry. Hence we argue that the interviewees had an adequate understanding of the research
area of this study.

3.5 Reference System

There are several academic reference systems, and it is important that we designate the
academic and empirical sources that they refer to in a consistent way. The Harvard reference
system first was used in 1881 at Harvard University and is a simple and rational reference
system. The system also gives the reader of a study quick access to the resources. In the
Harvard reference system, there are two major parts; the text reference and the bibliographical
description. The text reference consists of a reference in the document, and is a parenthesis
with the surnames of the source together with the publishing year. The bibliographical
description is placed last in the document placed under the section bibliography. In this
section, all the sources are compiled (Bytoft-Nyaas, 2008).

With regards to its rationality and its quick access to the resources, we have chosen the
Harvard reference system in our master thesis.

3.6 Theoretical Framework

In order to create a theoretical framework, we have processed academic literature, academic
articles, research reports, journals, dissertations and encyclopedias. In order to find relevant
academic literature, we have been using the University of Gothenburg’s search engine
GUNDA, as well as the universal search engine Google Books. In addition, we have been
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using databases as Business Source Premier, Emerald and Academic Search Elite in order to
find applicable and accurate journals and research reports. The search words that have been
used include “Collaboration”, “Collaborative Strategy”, “Alliances”, “Strategic Alliances”,
“Value Networks” and “Knowledge Based Economy”, “Mobile Payment Industry” “Mobile
Payment Products” and “Collaborations in the Mobile Payment Industry”” and combinations of
these.

There is very little research on the subject “collaborations in the mobile payment industry”,
and consequently limited prior research in this area. Further reasoning regarding this can be
found in section 2.5 Prior Research.

In contrast, we found a great deal of research regarding the subject of collaborations in the
industry. The research identified and used started in the middle of the 1980°s and was during
the first 15 years focused on strategic alliances. However, at the beginning of the 21% Century,
the research shifted from focusing on alliances to collaborations and cooperatives. This led us
into some definition difficulties that we discuss in section 4.2 Collaboration. Moreover, we
did not find a large amount of research regarding value networks, but the research that we
found we consider to be of high quality. This is further explained in section 4.1 Value
Networks.

3.7 Analysis

The conclusions of this study were generated by an analysis of the empirical study with help
from the theoretical framework. Since the overall research question to this study is on a highly
conceptual level, the sub-research questions were needed to facilitate the transformation from
empirical findings into more holistic conclusions. In the analysis chapter, we analyze the
empirical findings in relation to each of our three sub-research questions with support from
the theoretical framework. The analysis from these three questions is used together with key
parts from the theory to answer the overall research question. This furthermore leads to the
conclusions that are geared towards the purpose of this study.

3.8 Credibility of the Study

Eriksson and Widersheim-Paul (1991) defined the term operationalization as “how to transfer
theoretical concepts in terms of notions and models into empirical observations”. Within this
context, validity and reliability are essential terms (Eriksson and Widersheim-Paul 1991). We
intend to describe and analyze a situation from a theoretical framework. Therefore, it is
important that we in the process of transferring the theoretical framework to empirical
observations remark the validity and reliability. Therefore we will in the next sections of the
methodology chapter further describe these terms and how we have paid respect to them.

It demands that that there is a high degree of certainty on the collected data in order to receive
a good quality in the qualitative study. In this context, the term validity refers to that the
researchers actually study the questions they intend to research. The term “validity of content”
for example implies that the empirical investigation should reach a valid coverage of the
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research area that the master thesis intends to study. Within the qualitative study it is also
important to receive a good validity in the whole research process by applying and using good
pre-understandings.

We argue that the validity of our study can be justified from a number of different
perspectives. Firstly, we have used the method in-depth interviews, and have consequently
received circumstantial answers from the respondents. In addition to this, we have also had
the opportunity to ask clarifying questions. Secondly, we have interviewed persons with great
insight in the mobile payment industry and in the companies’ mobile payment products as
product managers, business developers or CEO’s. Thirdly, we have been very precise initially
in the interview to give a thorough introduction to our study and our research questions.
Fourthly, we have interviewed a fair number of companies and therefore made sure that have
covered a large part of the research area. It can however be seen as a risk that we have
interviewed only one respondent in each company, since this can lead to subjective answers.

We have during the whole research process worked in order to receive a valid quality
insurance of the interview guide that has been used during the interviews. We have also
received a good feedback from the respondents regarding the content of the interview guide.
In addition to this, we have had the opportunity to compliment an interview from the
respondents if we felt that we had missed something essential.

There are also weaknesses in our study. Firstly, our study is limited to the mobile payment
industry in Sweden. Therefore, no statements, findings or conclusions can be derived
regarding the international mobile payment industry or the industry as a whole. Secondly, we
have not interviewed all actors in the industry in Sweden but a sample of nine actors.
Therefore, the conclusions that are derived about the mobile payment industry are not
completely validated.

In relation to validity, reliability refers that the investigation is conducted in a reliable way
(Davidsson & Patel, 2003). The term reliability says that the surveying instrument, in our case
semi-structured in-depth interviews, should generate reliable and stabile answers. As an
example should the same result come about from another approach, as interviewing another
company in the industry, or another person at the same company (Eriksson and Widersheim-
Paul, 1991).

We argue that we have achieved good reliability in our study for a number of reasons. Firstly,
we have through our academic approach and working process strived to receive good
knowledge about the theoretical framework in order to generate good quality in the interview
guide. Secondly, we have not been too active in the interviews but rather let the respondents
talk freely about their standpoint and experiences. Thirdly, we have used a voice recorder
during the interviews in order to assure that we not miss anything from the interviews. Finally
we argue that the respondents in our study possess great knowledge about the research and
therefore find that the empirical investigation has been performed in a reliable way.
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There are also weaknesses with our study in relation to reliability. Firstly, our research area
can intrude on topics or matters that are of strategic importance for a company and therefore
confidential to the public. This can lead to that some interviewees can have avoided providing
us with certain information and data. Moreover, all the interviewees have not had the same
position in the companies. Therefore there is a risk that they could have different perceptions
on certain key issues and questions.

3.9 C(riticism of Resources

Earlier in this chapter we have explained the process of how we worked in order to generate a
theoretical framework to this study. First and foremost we have only been using
recommended databases as GUNDA, Business Source Premier or Emerald. In the case of
using sources directly from the Internet, our purpose has been to either access newly
published information or to access information from encyclopedias. If we have used a
reference, we have critically accessed its validity and if the author in any way can be seen as
subjective. Also, we have been using a number of scientific reports and the methods of which
we believe have been refereed and for this reason we argue that these enhance the
appropriateness of our study.
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4 Theory

In the theory chapter, we will clarify the theoretical framework that is used as
the foundation to this study. Since the purpose of the study is to describe and
analyze the collaborations in the Mobile Payment Industry, we will first give an
account for the subject Value Networks and explain that collaborations are a
building block of these. Thereafter we will explain Collaborations in detail by
clarifying definitions, different arrangements, advantages and disadvantages.
Also examples where collaborations have been a part of a success story are
presented. Finally, we will present a summary of the theoretical framework.

4.1 Value Networks

In the industrial economy, the value chain introduced by Porter provided a good analysis of
the exchange between firms by visualizing the flow of goods and services as a flow from raw
materials to consumption on the market. The new complex and dynamic environment of the
knowledge-based economy demands a new understanding of the inter-organizational
exchanges at both the conceptual and practical level. An attempt to analyze the increasing
complexity of inter-form relationships is the model “value network”. (Biem and Caswell,
2008)

During the last decades, several researchers have undertaken the task of describing and
conceptualizing the term “value network”. Christensen (1997) was one of the pioneers in the
area, and first described a value network as "the collection of upstream suppliers, downstream
channels to market, and ancillary providers that support a common business model within an
industry”. Parolini (1999) moreover argued that it is possible to stress the core entities as the
activities in the definition of a value network. Therefore, a value network could also be
described as “a set of activities linked together to deliver a value proposition to the end
consumer”’.

Alle (2002) says that any organization, group of organizations or actors, independent of if the
exchanges between the parties were tangible or intangible could be viewed as a value
network. The network consists of relationships that should generate value through complex
and dynamic exchanges and could therefore be described as “a complex sets of social and
technical resources that work together via relationships to create economic value in the form
of knowledge, intelligence, a product (business), services or social good”.

Biem and Caswell (2008) propose yet another view of the value network by stating that the
value network is “a set of economic entities (EE) connected through transfer of offerings that
yields a structural network whose purpose is to deliver a common value proposition to a
specified end consumer or market”.
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Even though the different definitions value networks differ to some extent between the
different scholars, the intent of their definitions is similar. This is since all of the definitions
have in common that a value network is a number of organizations or firms that are
interlinked through relationships and collaborations.

In this thesis we define the value network as a set of organizations and firms that are
interlinked through relationships and collaborations with the purpose to deliver a common
value proposition to a specified end consumer or market. Consequently, collaborations are
of significance in the value network.

The views of the purpose of value networks also differ to some extent between the different
scholars. However, again the intents behind the various definitions have a lot in common; the
common perceptions among the scholars are somewhat well summarized by Biem and
Caswell (2008). The authors believe the purpose of a value network to be to deliver a
common value proposition enabled by a set of economic entities to a specified end-consumer.
The structure of the network should therefore be able to create, recognize and capture the
value that was to be used in the value proposition.

Value networks can be further divided into building blocks to help understand them in-depth.
There is however some discrepancy between different researchers” views of the building
blocks that value networks consist of. Biem and Caswell (2008) argued that a value network
consisted of five types of building blocks; the economic entities, offerings, financials, end
consumers and a value proposition. However, we argue that this description of the building
blocks is not complete as it leaves out an essential building block; the relationships and the
collaborations between the economic entities of a value network. Therefore, we argue that the
definition of the building blocks of a value network stated by Pries-Heje, Venable and Bunker
(2010) is more accurate. They defined a value network as consisting of six building blocks;
actors, roles, flow-communication, channels, governance and relationships;

1. Actors — actors are the core economic entities that collaborate, communicate and
cooperate with each other in order to launch a particular service. These are mainly
business partners, but could also be end-consumers actors.

2. Roles — the roles of the actors in a value network are another important building block.
In a value network, the roles of each actor must be defined. The roles could vary
significantly as one actor could have a crucial role for the development of a product or
service as being the founder or patent holder of an innovation, and another actor could
simply be described as a service supplicant.

3. Flow-communication — this building block describes the material communicated
between the actors in a value network. The flow-communication hence represents the
value exchange streams that exist between the actors of a value network.
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4. Channels — the channels can be described as the communication mediums or the
ports that are used to communicate or deliver material between the actors of a value
network. Channels could be either physical or digital and be governed automatically or
manually.

5. Governance — power and control are important to govern as an actor in a value
network as this leads to that an actor could lay claim to the value that is created in a
value network. Governance of the whole value network is therefore the building block
that describes the powers and control of each actor in a value network.

6. Relationships — the relationships represents the linkage between each actor in a value
network. The importance of each actor’s role has significant effect on the linkage
between the actors, and therefore influences the design of the relationship. The
relationships could therefore have many different forms and designs, but a few
examples could be strategic alliances, affiliations, strategic partnerships, joint
ventures, or simply a customer-supplier relationship. The relationship between the
actors also influences the channels that will be used in the value network.

Johnson, Scholes and Whittington (2008) argued that it is important for a firm to assess and
understand the whole value network in order to generate the most possible value. Johnson,
Scholes and Whittington (2008) defined a value network as a set of inter-organizational links
and relationships that are necessary to create a product or service. They therefore argued that
in order to generate the most possible value, a firm must manage its relationships and
collaborations in the value network.

Since the purpose of this study centers around the collaborations in the mobile payment
industry, it is the building block Relationships (or Collaborations) that will be the main focus
of this theory chapter. Consequently, after discussing value network strategies we will
proceed to investigate the subject Collaborations by presenting their definitions, different
arrangements, advantages and disadvantages.

Davenport, Leibold and Voelpel (2006) explain that a successful business is a firm that is able
to gather resources, partners, suppliers and customers to create a cooperative value network
and thereby foster innovation. Businesses co-evolve rapidly and effectively, and should
therefore have a strategy to co-perform with others to build co-opted capabilities.
Kleinaltenkamp and Ehret (2006) furthermore consider that strategic positioning is an
important activity for a firm a value network: A firm should alter the architecture of the value
network and by doing this navigate the company into a favorable position. Kleinaltenkamp
and Ehret (2006) explicitly mention Intel as a good example from the industry, since they
managed to reach and maintain a central value-adding role within the computer industry.

When it comes to the subject positioning in a value network we have identified two different
approaches among scholars. On the one hand, Schilling (2010) explains that a company has
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little power to self-determine its position in the value network. The position of a firm in a
value network is instead determined by the firm’s number of links to other companies or
actors in the value network. This strong position can either be achieved by a large a powerful
firm or a firm that is crucial to the network in the transmission of information or other
resources through the network.

On the other hand, Ballon (2007) and Johnson, Scholes and Whittington (2008) argue that a
company can actively endeavor to reach a favorable position in a value network. Ballon
(2007) explains that positioning was traditionally about brand management and marketing
management. The author further argues that in a technology-intensive and rapidly growing
value network, positioning is a complex issue with many choices and trade-offs, and that
today this includes choices regarding complimentarily and substitutability. A basic example
of this is when a firm in a value network positions itself as a complement to a particular set of
existing services or products.

Johnson, Scholes and Whittington (2008) have developed a framework for how a firm should
position itself in a value network. According to the authors a firm should deal with three key
issues in a solid value network strategy.

1. The company should assess which activities that are important and which that are
less central to the strategic capability of the firm.

A firm might be able to be more effective in letting other partners in the network
perform their activities. It can though be important to perform key activities in-house,
since it is important to control the activities that are key to the firm’s competitive
advantage.

2. The firm must decide on who might be the most favorable partners in the value
network.

Also, it is important to decide on what type of arrangements of collaboration the firm
should have with each partner. This is since, if this issue is managed carefully, the firm
can yield benefits from areas outside its area of competence.

3. A firm must analyze where the profit pools are in the value network.

A profit pool is referred to as the different levels of profits that are available on
different areas of the network. Some are more profitable than others, which are often
related to the competitive intensity of the specific area. However, it is important for
the firm to balance between the current profits and some profit pools future profit
potential.

This framework has been important for us in the study and is therefore a part of the summary
of the theory chapter. Moreover, after the introduction to the subject value network we see it
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as obvious that collaborations are a central part and a determining success factor for a value
network. Hence, the subject collaborations will be further explained in the following section.

4.2 Collaborations

In order to give a first clear view of collaboration, Nationalencyklopedin (2011) defines
collaboration as efforts that are performed by two or more actors with a common purpose.
Collaborations are not only important within an organization, but also among organizations;
through collaborations companies gain access to partner’s knowledge and skills and without it
innovations among organizations would probably not be realized to the same extent (Suha,
Jung and Hong, 2010). Blaxill and Eckardt (2009) further explained that many companies do
collaborate with various partners on projects in order to achieve and accomplish strategic
goals. Therefore, collaborations are no longer optional — they are essential.

In order to cover the subject of collaborations, we will first introduce different collaboration
arrangements and how different researchers argue that these arrangements should be defined.
Following, we will go through the purpose of collaborations and finally explain the associated
advantages, limits and risks.

Contractor and Lorange (1988) state that there are several different types of cooperative
arrangements, ranging from informal contracts to complete mergers. One major hurdle for us
in this study was to find a common term that clearly defined the different types of
collaboration.

During the past 30 years, scholars have used different general terms in order to define
different types of collaborations. Contractor and Lorange (1988) use the term cooperative
arrangements, but Roos (1989) instead use cooperative ventures. Other terms that are used are
organizational arrangements (Powell, 1990) and inter-firm alliances (Notebook, 1999). More
recently, Knoke and Todeva (2005) use the term models of collaboration while Trott (2008)
use strategic alliances and Schilling (2010) collaboration arrangements.

In this study, which is entitled Collaborations in the Swedish Mobile Payment Industry, we
found it logical to use the term collaboration arrangements (Schilling, 2010). We find this
more up-to-date and broader than for instance Trott’s (2008) term strategic alliances. Within
the term collaboration arrangements, Schilling (2010) states that strategic alliance is an
arrangement rather than an umbrella term for different collaboration arrangements.

There are many types of collaboration arrangements (Contractor and Lorange, 1988 and
Powell, 1990), and these were compiled into a list by studying the following scholars: Trott
(2008); Yoshino and Rangan (1995); Lorange & Roos (1992); Knoke and Todeva (2005);
Contractor and Lorange (1988); Noteboom (1999); Corey (1997); Baxill and Eckardt (2009);
Wong and Dutfield (2010); Besanko et.al. (2000); Huyzer, Luimes and Spitholt (1992);
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Dratler (2006); and Schilling (2010). This resulted in twelve types of collaboration
arrangements that we believe could be used in the mobile payment industry;

e Mergers & Acquisitions

e Equity Investments

e Joint Ventures

e Strategic Alliance

e R&D Consortium

e Qutsourcing

e Sub Contractor Networks
e Franchising and Licensing
e Patent Pools

e Industry Standard Networks
e Strategic Cooperatives

e Cooperatives

However, in the analysis of the empirical study we discovered that it was hard to assess the
collaborations based on the different kinds of arrangements that were mentioned above. To
improve the assessment we felt that there was a need to group and categorize the
arrangements. The grouping clarifies and improves the analysis process significantly. Before
we further explain the details of the different kind of arrangements that exist, we will
therefore present the framework that we use in order to categorize the collaboration
arrangements. This framework was developed by Lorange & Roos (1992).

Different scholars have tried to analyze and categorize arrangements of collaborations in
various ways. Contractor and Lorange (1988) argues that collaborations could be analyzed by
categorizing the collaborations’ compensation methods and their degree o inter-organizational
dependence. A different methodology is presented by Noteboom (1999), who states that there
exist nine dimensions that could be used in order to categorize various arrangements of
collaboration. But in order to simplify the process, these nine dimensions can be brought into
two variables; (1) claims to profit and (2) claims to decision rights. Yet another way is
proposed by Lorange and Roos (1992), who say that collaborations can be analyzed by
categorizing the collaborations either by their vertical integration or by their hierarchical
dependence. The authors argue that an arrangement of collaborations is not a unison model,
but rather a concept with many different opportunities to collaborate. In order to visualize
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this, they define the arrangements of collaboration according to two scales; (1) the degree of
integration and (2) the degree of dependence.

Lorange and Roos (1992) first analysis of the collaborations is based on using the
collaborations’ vertical integration as a categorization variable. In Figure 2 below, it is
possible to see that the left hand side of the scale represents fully integrated activities in the
fully owned organization (this state is also called the hierarchy). If a company acquires
another, the result is a fully vertical integration.

Joint Venture

Informal Collaboration

ME&A Joint Ownership Formal Collaboration

»
< »

Total None

Degree of Vertical
Integration

Figure 2 Degree of Vertical Integration (Lorange & Roos, 1992)

It is also possible to arrange differently regarding ownership, and if a company lowers its
share of ownership it results in lower degree of integration. Lorange & Roos (1992) state
these as formal and informal collaborations. On the end of the right hand side of the scale, we
have the market; here a company can freely acquire and sall goods, services and no
integration exists.

Lorange and Roos (1992) also present an alternative way to define different kinds of
collaborations, where they instead used the degree of dependence between the actors as a
categorizing variable. In other words, you can say that they defined the arrangements of
collaboration according to the relations between the parties. As seen in the Figure 3 below,
under a stronger dependence (mutual dependence) it is also harder for the actors to leave the
collaboration. On the other hand, at the top of the scale, the dependence is weaker and it is
therefore easier for the actors to leave the collaboration.
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I 1cM

Informal Collaboration

Formal Collaboration

Joint Venture
Joint Ownership

M&A

Weak

Degree of
Dependence

A 4

Strong

Figure 3 Degree of Dependence (Lorange & Roos, 1992)

It is important that an actor in a given industry should not only consider the choice of
collaboration depending on what is the most relevant degree of dependence in the initial

phase. The company should also consi

der the need to develop the confidence of the other

party. A company could as an example start the relationship with a lower degree of
dependence and then develop the relationship over time until both partners can rely on each

other (Lorange and Roos, 1992).

As mentioned above, a categorization of the twelve arrangements of collaborations into five
main groups improved the analysis process. The categorization can be seen in Table 2 below.
In addition, it is possible to see that the main groups presented by Lorange and Roos (1992)

also can be seen as collaboration arran

gements. After the table, each main group and each

collaboration arrangement will be presented in detail.

Main Groups of Collaboration

Merger And Acquisition = Joint Ownership

Joint Venture Formal Collaboration Informal Collaboration

Mergers & Acquisitions

Type of Collaboration Agreement

Equity Investments Joint Ventures

Strategic Alliance Strategic Cooperatives

Patent Pools R&D Consortium Cooperatives
Outsourcing
Sub Contractor Networks

Franchising and Licensing

Industry Standard Networks

Table 2 Own table based on Lorange & Roos (1992)
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A merger or acquisition often occurs between two companies in a value network (Contractor
and Lorange, 1988). In the M&A one of the firms either acquires the other company, or a
merger between the companies is made and that firm will gain control of the other company’s
assets and coordinates the actions in the firm by its ownership (Knoke and Todeva, 2005).

An example from the industry is the merger between the legal entities Astra AB and Zeneca
Group PLC in 1998 (AstraZeneca, 2011). Astra AB was a Swedish pharmaceutical company
founded in 1913 with 22 000 employees and a turnover of 57 billion SEK in 1998. Zeneca
Group PLC was a British bioscience industry founded in 1926. The firm had in 1998 34 000
employees and a turnover of GBP 5.5 billion. In the merger, the companies formed the new
legal entity AstraZeneca.

Lorange and Roos (1992) do not specify a definition of joint ownership. In order to use this
framework, we have however defined the main group joint ownership as when there is an
investment of a firm in another firm, or from both sides, where there is no full acquisition or
merger.

Equity Investment

Equity Investments is a collaboration arrangement where a firm holds a majority or a minority
of the equity in another firm by direct stock purchases (Knoke and Todeva, 2005). The equity
investment can also be called joint ownership, since firms can invest in each other and the
collaboration arrangement can take various levels of vertical integration between the firms
(Contractor and Lorange, 1988).

Joint Venture is when two companies found a separate legal entity where they are equity
shareholders. The costs and the benefits in the Joint Venture are therefore shared, for example
when the Joint Venture is designed as a research collaboration (Trott, 2008). Contractor and
Lorange (1988) argued that the compensation model that is often used between the parties of
the joint venture is often fractions of shares or dividends. Also, they argued that the extent of
inter-organizational dependence of a joint venture is high. Schilling (2010) explains that
investments and other resources, together with the division of profits and dividends are often
specified carefully in contractual agreements.

Moreover, Huyzer, Luimes and Spitholt (1992) demonstrates that the four most common
goals of joint ventures were (1) penetration of novel markets and industries (2) knowledge
pooling, (3) ensuring or creating distribution networks and (4) economy of scale by
combining financial means.

A good example from the industry of a joint venture is Sony Ericsson Mobile
Communications, which was established to set design manufacture and distribute cell phones
(Sony, 2001). The joint venture was established by the telecommunication actor Ericsson and
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the consumer electronics actor Sony Corporation and is owned equally between the parties
and they announced its first joint products in March 2002 (SonyEricsson, 2011).

Lorange and Roos (1992) do not define formal collaboration. We see the formal collaboration
as when an arrangement of collaboration exists without any investments or equity
transactions, but with formal contracts and agreements, and when the strategic objective is
medium term.

Strategic Alliances

Strategic alliances can be explained as a contractual agreement between two or more
organizations with the purpose of combining their efforts and resources to meet a common
goal (Trott, 2008). It can also be defined through a checklist developed by Yoshino and
Rangan (1995). They claim that a strategic alliance should; (1) consist of at least two partners,
(2) remain, after the establishment of the alliance, as legally independent entities (3) distribute
the advantages and the management between the parties involved, and (4) have the purpose of
continuously improving at least one strategic area, such as technology or the products of the
actors involved.

R&D Consortium

Trott (2008) claims that a consortium often occurs when a number of firms need to pool
resources to undertake a large scale activity. The benefits of the consortium are the
possibilities of sharing costs and risks, pooling scarce expertise and equipment and
performing pre-competitive research. Knoke and Todeva (2005) explained the R&D consortia
as agreements between firms for the purpose of research and development collaboration. The
R&D consortia are often established in an industry with fast-changing technological fields.
Moreover, most of the R&D consortiums are formed through initiatives from a governmental
organization or an industry association. However, there are also R&D consortiums that are
solely initiatives of private corporations (Schilling, 2010).

Corey (1997) further described and R&D consortium in another way, and argued that an R&D
consortium can be equated with a church or a country club since they all are self- governing
and nonprofit organizations with the purpose of serving their members. The specific purpose
of R&D consortia are however to develop new technologies and to put these into practice. An
R&D consortium is funded partly by the member companies and partly by government
sources and can be categorized according to their membership policy, the nature of the R&D
mission or their R&D sourcing model.

An example from industry is the R&D consortium SEMATECH, which was founded in 1986.
SEMATECH stands for “Semiconductor Manufacturing Technology” and its purpose is to
perform R&D to develop chip manufacturing. In 1986 SEMATECH started as a partnership
between the US government (U.S. Department of Defense) and 14 US-based semiconductor
manufacturers (Corey, 1997).
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Outsourcing

Outsourcing often refers to when a company is subcontracting a non-core operation from the
company to a third-party company. There are several reasons why companies outsource, for
example lowering costs, redirecting energy towards core competences or make more efficient
use of worldwide labor, capital technology or resources (Trott, 2008). The most common
form of outsourcing is contract manufacturing; when a firm hires a specialized manufacturer
in order to manufacture its products. The method allows the outsourcing firm to focus on their
core processes that are central to their competitive advantage and can provide the firm with
necessary support or resources that they do not possess (Schilling, 2010).

An example from industry is the sportswear and equipment supplier Nike. Nike is a good
example of a company that has outsourced major parts of the manufacturing and distribution
of its sportswear goods. This is since Nike only owns its brand, and manages strategy,
marketing, sales and administration in-house. Instead, Nike relies on an established network
of relationships to produce and distribute their products (Trott, 2008).

Sub-contractor Networks

Sub-contractor networks are inter-linked firms where a subcontractor negotiates its suppliers’
agreements containing regulation regarding areas as pricing, production pace, delivery
schedules (Knoke and Todeva, 2005).

Licensing and Franchising

The difference between franchising and licensing is generally that licensing occurs when a
licensor grants a licensee the right to use a patented technology or production process
(Schilling, 2010). Dratler (2006) further explained that the license agreement could either be:

e Exclusive — only the licensee will be able to use, operate, manufacture or market the
product itself.

e Sole — the licensor agrees not to grant any other licensees but will remain to have the
right to use, market, manufacture or operate the patented product or technology.

e Non-exclusive — the licensor can grant any number of licensees and use, operate,
manufacture or market the product itself.
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Figure 4 Patent licensing, based on Dratler (2006)

Franchising however is generally when a franchiser grants a franchisee the right to use a
brand or trademark (can also be business concept) for a geographical area. It is also not
unusual that the franchiser retains control over pricing, marketing and standardized service
norms, (Knoke and Todeva, 2005).

Patent Pools

Patent pools are often considered when there is a need to solve a patent thicket. Patent thicket
is the definition for a situation when a platform of a technology consists of many patents with
different owners. In this situation is becomes costly and inefficient for an actor to negotiate
deals with all patent holders in order to be able to operate on the platform. Also, a patent
holder on the platform could also have problems in dealing with so many possible cross-
license partners. On an industry level, a patent thicket can block the use of a new valuable
technology (Blaxill and Eckardt, 2009).

A patent pool is an apparatus by which a number of patents held by several actors, such as
research universities, research institutes and companies are made available for other actors to
produce or further develop the technology. The patent pool is a consortium of at least two
patent holders where they agree to license patents to actors relating to a particular technology.
The patent holders receive royalties that are paid for by those who use the patents, and the
pool manages all the activities as the licenses, the negotiations and the receipt and payments
for royalties (Wong and Duitfield, 2010).

An example of a patent pool is the MPEG LA (Moving Picture Experts Group Licensing
Authority) from the video technology industry. The MPEG LA consisted of 25 separate
companies from seven different companies, holding over 600 patents (Blaxill and Eckardt,
2009).

Industry Standard Groups

Standardization is a systematic order- and rule creating operation with the purpose to achieve
optimal technical or financial solutions on recurring problems and issues
(Nationalencyklopedin, 2011). An industry standards group can also be named standard-
developing organization (SDO), standard-setting organization (SSO) or standards body. The
ISG is often a committee or organization that pursues the member organizations’ agreements
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on the adoption of technical standards for manufacturing and trade. The main activities are
therefore also to coordinate, revise, amend, interpret or produce the technical standards in
order to address the needs of the wide base of affected adopters (Knoke and Todeva, 2005).

An example of this kind of strategic alliance is the European Telecommunications Standards
Institute which produces globally applicable standards for Information & Communication
Technologies (ICT). The ETSI is a non-for-profit organization and was created by the
European Conference of Postal and Telecommunications Administrations and is also
officially recognized by the EFTA secretariat and the European Commission. The technical
standards that the ETSI has created are as examples the Low Power Radio, Short Range
Device, GSM cell phone system and the TETRA professional mobile radio system (ETSI,
2011).

Lorange and Roos (1992) do not explicitly define informal collaboration, hence in order to
use the framework in the analysis we have defined informal collaboration as when an
arrangement of collaboration exists without any investments or equity transactions but with
less formal contracts and agreements, and when the objective is short term.

Strategic Cooperative Agreements

Strategic Cooperative Agreements consist of several partners and is a contractual business
network. The business network is based on a jointly multi-party strategic control, and the
main purpose with the agreements are (1) to collaborate over key strategic decision and (2)
sharing responsibilities for performance outcomes (Knoke and Todeva, 2005).

Cooperatives

Cooperatives are explained by Knoke and Todeva (2005) as a coalition of several small to
medium sized firms. In the coalition, collective resources are combined, managed and
coordinated.

4.3 The Purpose with Collaborations

Indisputably there exist vast advantages with collaborating (Schilling, 2010), and a table
containing these different advantages is compiled in next section. In addition it is also
interesting to look at the underlying purpose for collaborating. Trott (2008) suggests that
collaboration has become a strategic weapon in the 21st Century economy and argues that the
purpose for collaborating is “combining efforts to reach a common goal”.

Another purpose for collaborating is to achieve collaborative advantage (Kanter, 1994).
Competitive advantage can be defined as “the ability of a firm to outperform its industry, that
IS, to earn a higher rate of profit than the industry norm” (Besanko et al., 2000). But
collaborating with other actors and the relative success from these collaborations can translate
into a competitive advantage. A well-developed ability to create and sustain a good and
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successful collaboration gives any company a major competitive privilege. This is referred to
as collaborative advantage, and is reason for collaborating.

4.4 The advantages of Collaboration

The advantages of collaborating are interesting to investigate in order to help answer one of
the research questions focused on company approach towards collaborations. In the process of
establishing the theoretical framework for this study, we found that the benefits of
collaborations perceived by scholars have evolved during the past 30 years; Table 3 below
summarizes the views of the scholars we see as the most significant regarding the advantages
with collaborations. For some of the scholars we only state the advantages that they see with
collaborating, but for others we have included examples or motivation behind their thinking.

Source

Different Advantages

Harrigan

(1985)

Contractor

and
(1988)

Lorange

Harrigan (1985) stated that there exist many advantages of collaboration,
but that these could be divided into three areas; internal uses, competitive
uses and increase the company’s strategic position.

Examples of internal uses were; Costs and risk sharing, obtaining
resources where there is no market, obtaining financing to supplement the
company’s debt capacity, shared outputs of large minimum efficient
scalable plants, obtaining a window on new technologies and customers,
improving managerial capacities, and possibilities to retaining
entrepreneurial employees.

Examples of competitive uses were; influencing an industry structure’s
evolution, preempting competitors, providing a defensive response to
blurring industry boundaries and globalization and creating of more
effective competitors.

Examples of increasing the company’s strategic position were; creating
and exploiting synergies, transferring of technology, diversification

Contractor and Lorange (1988) gave seven major areas of advantages of
collaboration and broke these down into examples.

1. Risk reduction

Examples; product portfolio diversification, dispersion and or reduction of
fixed costs, lower total capital investment and faster entry and payback on
investment.

2. Economics of scale and/or rationalization,

Examples; lower average cost due to larger volume and lower cost by
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Powell (1990)

Noteboom
(1999)

using comparative advantage of each partners.
3. Complementary technologies and patents

Examples; technological synergy, exchange of patents and territories,
4. Co-opting or blocking competition

Examples; defensive joint venture to reduce competition or offensive joint
ventures to increase costs and/or lower market share for a third party

5. Overcome governmental regulations

Examples; receiving permit to operate as local, satisfying local
requirements

6. Facilitate international expansion
Examples; benefit from a local partner know-how
7. Linking Complementary contributions of a partners

Examples; Access to materials, technology, labor, capital, distribution
channels, benefits from brand recognitions.

1. Gain fast access to new technologies or new markets
2. Benefit from economies of scale in joint research or in production

3. Tap into sources of know-how located outside the boundaries of
the firm

4. Share the risks for activities that are beyond the scope or
capability of a single organization

1. Economy of scale or scope

2. Share or diversify risk

3. To prevent transportation costs

4. Follow customers

5. Adapt a product to the local market
6. To circumvent entry barriers

7. Increase speed of market entry
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Hitt, Freeman,
Edward and
Harrison
(2001)

Hansen and
Nohria (2004)

8. Pre-empt competition to from entering first
9. The need jointly to set a market standard

Hitt, Freeman and Harrison (2001) gave seven examples of advantages of
collaboration and motivated each advantage;

1. Faster strategy implementation

Motivation: A partner can give access faster to a technology, market or a
complementary skill. Therefore, collaboration can be used in order to
achieve a competitive position faster than internal development.

2. Gain economics of scale

Motivation: by pooling economic activities as raw materials supply,
manufacturing, marketing and distribution.

3. Reduce risk and gain stability

Motivation: this is an attractive option for large and risky projects, since
neither party must bear the full cost.

4. Capitalize on the partners reputation

Motivation: This often occurs when a small firm is seeking collaboration
with a larger firm.

5. Gain access to another firm’s knowledge

Motivation: Access to other firm’s knowledge or ability to perform an
activity often occurs when there is asymmetry in the competence between
the firms.

6. To increase the potential to enter new markets

Motivation: Collaborations can facilitate both geographical expansions
and expansion to new technical markets.

1. Cost savings through the transfer of best practices

Better decision making as a result of advice obtained from
colleagues at partners in the arrangements of collaboration

3. Increased revenue through the sharing of expertise and products
among subsidiaries

4. Innovation through the combination and cross-pollination of ideas
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5. Enhanced capacity for collective action that involves dispersed
units

Blaxill and Blaxill and Eckardt (2009) argued that there are seven benefits with

Eckardt (2009)

Schilling

collaborations, and motivated some of these statements.
1. Collaboration can yield unexpected benefits

Motivation: Unexpected benefits can be reached from access to new
opportunities and markets while also learning how to orient their
strategies to achieve greater success. Moreover, a group of companies can
solve a broader range of problems

2. Collaboration can tap new resources

Motivation: Collaborations can generate assets from outside your
company.

3. Collaboration can generate large spillover effects

Motivation: Blaxill and Eckardt (2009) mentions as an example that the
collaborative form of software development Linux also had a role in
determining a commercially valuable technical standard.

4. Support the delivering of complex solutions to the market

Motivation: The most frequent type of commercial collaboration occurs
when firms work jointly in order to create customer solutions that neither
of the firms could make alone. Moreover, firms in the world are becoming
increasingly specialized, which makes it more common for larger
networks to emerge that connect a large number of firms.

5. Support getting on to the market with complementary patents

Motivation: It is common that firms need patents licenses in order to take
a product to the market. If there are many patents, cross-license can be an
option. However, if there are too many patents, a patent thicket is created.
In this situation, collaboration can lead to a patent pool being created.

6. Energizing and tapping external innovation

Motivation; Wikipedia is a good example of how collaboration can serve
as a means for creating, capturing and protecting user-generated
innovation from large communities of participants.

1. Firms can reach markets through collaboration more quickly since
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(2010) they can obtain necessary resources or skills faster.

2. Collaboration can increase a firm’s flexibility since obtaining
missing assets from partners minimizes the asset commitment.

3. Collaboration with partners is an important source of learning and
knowledge transfer between the firms in an arrangement of
collaboration can occur.

4. Partners of an arrangement of collaboration can share costs and
risks for a project.

5. Collaborations can facilitate the creation of a shared standard.

Table 3 Advantages of collaborations

The matrix below is a summary of the Table 3 and is meant to further visualize the different
advantages. In this matrix we have the different scholars on the left hand side, and the
different advantages on the horizontal line.
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Figure 5Summary of advantages of collaboration
From Figure 5 we can conclude that the most mentioned advantages with collaborations are:

1. Economics of Scale
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2. Risk and Cost Share
3. Access to Technology, Knowledge and Know-How
4. Faster Access to Market/Strategy Implementation

However, in the last decade, new types of advantages of collaborations have been mentioned
by the scholars as (1) Increased Innovation through Cross-pollination of Ideas, (2) Support
the Delivery of Complex Solutions to the Market and (3) Increased Flexibility.

In the last section of the theory chapter, we will further explain how we will utilize the
findings above to improve our analysis.

4.5 Disadvantages and Risks with Collaboration

Numerous industrial collaborations fail, maybe because they include the process of dealing
with different peoples’ preconceptions, personalities and approaches to working together
(Leslie, 2006). Consequently, there are disadvantages, risks with as well as limits to
collaborating. In this study, we have found scholars arguing for three major disadvantages that
are also described below.

1. Bureaucracy
2. Administration and Sharing
3. The weak functionality in immature industries

The first disadvantage is bureaucracy (Blaxill and Eckardt, 2009). Value in a value network
can be destroyed if critical business decisions have to go through a bureaucratic process, not
to mention that costs can increase. Administration is the second disadvantage (Contractor and
Lorange, 1988), mainly since it is costly to administrate the transfer of revenues, income,
knowledge, know-how as well as technology between the partners. Moreover, it is also risky
to share these with other parties. Blaxill and Eckardt, (2009) mention that a third disadvantage
with collaborations is that they often work best, and generate most value, in a mature industry.
In these industries, collaborations and commercial connections occur between well-
established actors in an established economic system. Therefore, the value and rewards of
collaboration can flow towards the larger and well-established actors and leavess new and
unconnected players without any significant value.

Moreover, we have also identified three significant risks, presented below
1. Incomparability of the partners of a collaboration
2. Absence of compatible strengths

3. Antitrust systems
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Hitt, Freeman and Harrison (2001) mention that a major risk with collaborating is the
partners’ comparability. This is especially important in international collaborations where
cultural factors influence the performance. Lorange and Roos (1992) say that it is important
for collaborations that there is no conflict of interest between the parties and that there is trust
and mutual understanding. Another risk that Lorange and Roos (1992) mention is the lack of
compatible strengths between the collaborating parties, which can lead to unbalanced bargain
power between the parties. This can in turn be a result from the relative urgency of
cooperation, the parties’ available resources and the strengths and weaknesses of each partner
(Hitt, Freeman and Harrison, 2001). A result can be instability in the collaboration and thus
harm the performance.

The third major risk with collaborating is the legal and antitrust systems (Blaxill and Eckardt,
2009). The Swedish antitrust law, Konkurrenslag SFS (2008:579) 2 kap. § 1, for instance,
states that; “Agreements between companies that have the purpose of preventing, restricting
or distorting competition in a significant way on the market are prohibited ... This applies in
particular to contracts that imply that ... production, markets, technical development or
investments are limited or controlled...”. The antitrust law could therefore be an obstacle to
collaborations (Blaxill and Eckardt, 2009).

4.6 Examples of Successful Collaboration

In this section we will describe two success stories where collaborations have been the key
success factor. First we will give an example for when collaborations have been a determining
success factor for a specific company and then we will give an example from a specific
industry.

The story of Toyota and its collaborative strategy is interesting. This is because Toyota is the
most valuable automotive company, one of the most successful manufacturing companies,
one of the most benchmarked companies from a managerial perspective and also a company
that to a large extent has been praised for its successful collaboration strategy (Blaxill and
Eckardt, 2009).

The structure of the automotive industry is rather universal. The industry consists of a few
number of assemblers, like Toyota, Ford and GM, and a large number of parts and component
suppliers. In this industry, assemblers often have the most power since they control the
decisions about sourcing and purchasing. However, the assemblers must have a good supplier
network to be competitive. This is since a large part of the value of the car itself comes from
purchased parts and components (Blaxill and Eckardt, 2009).

Some assemblers have therefore utilized their control position in the industry in order to
squeeze the suppliers for price reductions of the purchased parts and components. Still, these
assemblers tend to forget that technology and innovation is of vast importance for successful
automotive assemblers. The model of Toyota has therefore been rather different from their
competitors in the automotive industry. Their model is called Keiretsu and means that they
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lock ownership interests among actors in a value network of suppliers of components and
parts to the automotive industry (Blaxill and Eckardt, 2009).

Blaxill and Eckardt (2009) explain that Toyota in this model invests in equity in the suppliers
of the value network at the same time as they also offer key suppliers of the value network to
invest in Toyota. This collaboration structure gives three direct positive effects. First, it gives
Toyota revenues, since 10 % of the corporate groups net income derives from dividends from
equity investments. Second, it aligns and optimizes the financial interests of the actors in the
value network. Third, it enables the value network to have an open approach to innovation
and technology collaborations.

Blaxill and Eckardt (2009) also clarifies that Toyota, in addition, offers the actors in the value
network a structure for formalization of regional organizations with the purpose of bringing
the actors together. The regional organizations stimulate information exchange and facilitate
training programs and social events.

The collaboration strategy of Toyota visualizes that by taking a collaborative approach to
innovation, actors can draw advantages of being in a winning value network. The
collaborations lead to a strong commercial trust that enables the whole value network to share
the benefits generated by the high performance. All of this is thus built on a strategic
commitment to collaborations at Toyota (Blaxill and Eckardt, 2009).

MPEG LA is probably one of the biggest collaborative firms in the world, but yet also one of
the most anonymous. The MPEG LA is a patent pool in the video technology industry, and
works as a solution to the patent thickets that the video technology industry consists of
(Blaxill and Eckardt, 2009). (Patent pools and patent thickets are further described in the
section 4.2.2. Arrangements of Collaboration above.

The MPEG LA was founded in 1995 by few members from the video technology industry.
They worked hard to recruit other members that also were core patent holders in the video
technology industry. In close collaboration with the U.S. Department of Justice, the MPEG
LA, created its first patent pool; the MPEG 2. This patent pool consisted of 25 companies,
from seven different countries that together held over 600 patents (Blaxill and Eckardt, 2009).

The MPEG 2 was such a huge success that the MPEG LA further developed another seven
patent pools. Today, the MPEG LA is also working on creating patent pools for technologies
such as digital TV and digital rights management. This work has developed the MPEG LA
into a multibillion-dollar company that generates a large turnover for its members (Blaxill and
Eckardt, 2009).

However, the MPEG LA also generates win-win situations for other companies outside the
firm since the patent pool has several benefits. Out of these, the most significant are; (1) It
opens up the video technology market for innovation (2) It reduces the cost of accessing
intellectual properties and (3) it speeds up the access to clusters of technology.
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4.7 Key Theory and Frameworks for the Analysis

In order to perform a good and valid analysis that will lead to the conclusions of this study,
we will use some key parts of the theoretical framework as tools and guidelines in the analysis
chapter. Further, we will use findings from the academy to evaluate the discoveries from the
empirical study. In this section, our intention is to simplify the reading process for any reader
by high-lighting the key theories and key frameworks that we will focus on in the analysis of
this study.

We have structured the analysis of this study so that it focuses separately on each sub-research
question, and the last analysis section is dedicated to the overall research question of this
study. Therefore, this section will explain what key theories and frameworks we will use to
analyze each sub-research question as well as to analyze the overall research question.

The first of our sub-research questions is to what extent do collaborations exist between
different types of actors in the Swedish mobile payment industry, and what is the structure of
these collaborations?

We will use the following main facts and frameworks from the theory chapter to answer this
question:

Firstly, in order to analyze the collaborations, we will use this definition of collaborations;
Collaborations are efforts that are performed by two or more actors with a common
purpose.

Secondly, we know that there exist a large number of possible collaboration arrangements that
can be used in the mobile payment industry. In order to make a more distinct analysis of the
different arrangements of collaboration in the mobile payment industry, we will use a
framework developed by Lorange and Roos (1992) to categorize the arrangements into the
five main groups of collaborations. These are Merger and Acquisition, Co-Ownership, Joint
Venture, Formal Collaboration and Informal Collaboration. We explain in section 4.2.3
Categorizing Arrangements of Collaboration why we have chosen this categorization.

Main Groups of Collaboration

Merger And Acquisition = Joint Ownership = Joint Venture Formal Collaboration Informal Collaboration
Mergers & Acquisitions  Equity Investments Joint Ventures Strategic Alliance Strategic Cooperatives
Patent Pools R&D Consortium Cooperatives

Outsourcing
Sub Contractor Networks
Franchising and Licensing

Industry Standard Networks

Type of Collaboration Agreement

Table 4 Own table based on Lorange and Roos (1992)
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This categorization can facilitate the analysis of the structure of the collaborations since a
collaboration arrangement that is categorized on the left side of the table above has a high
degree of inter-organizational dependence. The collaboration arrangements that are
categorized to the right of the table have a lower degree of formalization. By analyzing what
kind of collaboration arrangement that is used, we can draw conclusions about its
characteristics by using the table above.

The framework above will thus support our analysis of the extent of collaboration. This is
since it will help us see how much collaboration that exists, how this is structured and if the
empirical investigation can support our thesis that the mobile payment industry is structured
as a value network.

We will partly focus on assessing what advantages the different firms see with the
collaborations when answering the research question: What are the approaches towards
collaborations among the different types of actors in the Swedish mobile payment industry?
We will try to utilize what the academy believes are the advantages with collaborations and
we will then assess how the perception about advantages with collaborations in theory
corresponds with the empirical evidence from the mobile payment industry.

From the theoretical frameworks we know that the most common mentioned advantages with
collaborations among scholars are:

1. Economics of Scale
2. Risk and Cost Share
3. Access to Technology, Knowledge and Know-How
4. Faster Access to Market/Strategy Implementation

However, in the last decade, three new types of advantages of collaborations have mainly
been mentioned by scholars; (1) Increased Innovation through Cross-pollination of Ideas,
(2) Support the Delivery of Complex Solutions to the Market and (3) Increased Flexibility.

Dependent on which advantages the studied companies see with collaborations, we will then
be able to further analyze the companies approach to collaborations. This will then be used to
further answer the overall research question of this study.

We will assess the value network strategy of each of the firms that are studied in the empirical
study in order to answer the research question: What are the different actors” collaboration
strategies in relation to the commercialization of mobile payment products? In the theory
chapter we have found out that a firm can either have a passive or an active value network
strategy.
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AlternativesforValue
Network Strategy

Active Network
Positioning Strategy

Figure 6 Own Picture — Alternatives for Value Network Strategy

A firm can adopt a passive value network strategy since a firm has little power in determining
its position in the value network. Positioning in a value network is decided by the firm’s
resources or power or its ability to transmit valuable information in the value network
(Schilling, 2010).

However, Johnson, Scholes and Whittington (2008) argue that a company can be active in
endeavor to reach a favorable position in a value network. They call it a company’s value
network strategy and they argue that three issues should be decided in order to determine a
value network strategy;

1. The company should assess which activities that are important and which that are
less central to the strategic capability of the firm.

2. Second, the firm must decide on who might be the most favorable partners in the
value network.

3. A firm must analyze where the profit pools are in the value network.

In the analysis we will try to evaluate each firm by assessing if they have a passive or active
value network strategy. Also, if they have an active strategy we will use the framework
developed by Johnson, Scholes and Whittington (2008) in order to evaluate their strategy.

The overall research question in this study is: What are the possible value creation
alternatives for mobile payment actors given the collaboration situation in the Swedish
mobile payments industry? In the analysis of this question we will utilize the findings that we
will generate from the analysis using the key theories and frameworks that are mentioned
above.

Also, we will assess if there exists any risks and disadvantages in the collaboration situation
for the actors in the mobile payment industry. In the establishing the theoretical framework
for this study we have established that there exist three major disadvantages with

44



Intellectual Capital Management |?1_, ICM

FAAMAGEHENT = ECOMOMECS = LW ~TECHNCLDGY

collaboration; (1) Bureaucracy, (2) Administration and Sharing and (3) The weak
functionality in immature industries, as well as three major risk with collaboration; (1)
Incomparability of the partners of a collaboration, (2) Absence of compatible strengths and
(3) Antitrust systems. These theories will then be assessed if they correspond to the empirical
evidence from the mobile payment industry.
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5 Empirical Investigation

This chapter contains the empirical data that has been collected in this study.
The first part of the chapter is a description of the empirical investigation. This
is followed by the summaries of all the interviews made in this study.

5.1 Introduction to the Empirical Investigation

As mentioned in the methodology chapter, the empirical investigation consists of nine
interviews (see overview below) with actors from the mobile payment industry. In the
interviews, the companies are first asked to define mobile payments. This is since the industry
is rather complex and therefore it is important that we establish a mutual understanding of the
definitions to avoid misunderstandings. Following are questions relating to the companies’
current and future mobile payment products/solutions, the current and future collaborations
around these products, and finally the companies’ general strategy regarding collaborations
(see Appendix for questionnaire).

Each interview summary is made to as much as possible follow the structure below:

1. Definition of Mobile Payments — the interviewee’s definition of mobile payments.

2. Current Product/Solution and Collaboration — an introduction to the companies’
current product/solution and the collaborations that influence this product.

3. Future Product/Solution and Collaboration — an introduction to the companies’
future product/solution and the collaborations that are or will influence this product.

4. Strategy Regarding Collaborations — a presentation of the companies’ strategy when
it comes to collaborations.

This chapter does not contain transcripts of each interview; instead we have tried to
summarize each interview based on the four research questions and structure above.
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5.1.1 Overview of Investigated Companies

Company Company Geographical :
T Empl Int
Index Type urnover mployees Market nterviewee
A Technglogy >1 billion SEK > 1000 Global Se_nlor
Provider (Large) Engineer
Technology | <50 million
B ) <100 Global CEO
Provider SEK (Small) obe
Mobile -
>1 billion SEK Product
< Network (L;(;ne) > 1000 Global l\/lr;naucer
Operator g 9
Mobile - i
>
D Network ! t():_";?nSEK > 1000 Global DiL\J/Se;Ir;JeSZr
Operator g P
Global
£ Payment  >1 billion SEK 100 - 1000 Global Custqmer
Aggregator (Large) Solutions
Manager
E Bank >1 billion SEK > 1000 Europe Business
(Large) Developer
G Bank >1 billion SEK 1000 Europe Product
(Large) Manager
Payment o0 - 1000 Business
H yme million SEK | 100 - 1000 Europe
Provider . Developer
(Medium)
Payment o0 - 1000 Business
I yme million SEK 100 - 1000 Nordic
Provider . Developer
(Medium) a

5.2 Company A

Table 5 Compilation of investigated companies

Company Type Technology Provider
Turnover >1 billion SEK
Employees > 1000

Geographical Market Global

Interviewee

Senior Engineer

Company A is an international technology provider, developing and manufacturing mobile
handsets. The interviewee is a senior engineer (in this thesis mentioned as the Senior
Engineer) that currently works with technology road mapping regarding local connectivity,

among other things deciding how NFC should be integrated in future handsets.
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The Senior Engineer'! defines mobile payments as “... all technical transactions where a
mobile phone is involved in any step of the payment process.

According to the Senior Engineer'? Company A currently has no commercially active role
within mobile payments, but manufactures mobile handsets and sells them mainly though
MNOs or merchants. Since the mobile handsets are involved in a mobile payment process,
you could argue that Company A at the moment has a passive role in the mobile payment.
However, in the future Company A will be more involved actively in mobile NFC payment
solutions, which is further explain below in this study.

The Senior Engineer™ explains that Company A as a technology provider is too small actor to
manage to get a grip of payment solution by themselves. Therefore they have been working
close to mobile network operators in order to be flexible and to meet their requirements.
However, as some technology is becoming more of a commodity, it is in services the big
money will be. Thus, the technology provider has to balance their own service ambitions
against the MNOs, who often want to provide the services themselves. It is important to have
a good relation to MNOs as they are the major customer to Company A.

The Senior Engineer mentions that mobile payment solutions are not easy to launch and
traditionally Company A does not have a role in the industry. The industry is complex with
different regulations in different parts of the world, and the need for having different
cooperation partners is huge. Furthermore, the company would therefore need to decide what
kind of actor to collaborate with.

As a technology provider, Company A will be more directly involved in the mobile payment
industry in the short term future as a provider of NFC enabled mobile phones (Senior
Engineer, 2011). NFC (Near Field Communication) is a technology that enables the exchange
of data between different devices that contains this technology. The technology is a short-
range high frequency wireless communication (Mobile Nfc, 2011)

The Senior Engineer** explains that the NFC based mobile payment industry is today in a
power struggle over which actor that will control the secure element in NFC chips. The big
question is if the element should be placed on the SIM-card or be embedded in the phone. On

11 Senior Engineer, Company A (2011). Interview 2011-03-22
12 Senior Engineer, Company A (2011). Interview 2011-03-22
13 Senior Engineer, Company A (2011). Interview 2011-03-22
14 Senior Engineer, Company A (2011). Interview 2011-03-22
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the SIM-card the mobile network operators will have the controlling power. However,
embedded in the phone will give more power to mobile software providers.

For Company A, this is thus a delicate situation to be in the middle of a power struggle
between several of the company’s most important collaboration partners. But in order to put
this new product on the market in the future, the technology provider has two general
collaborations; one with mobile software providers and one with the mobile network
operators.

The relationship with a mobile software provider is interesting. The collaboration is based on
general contractual terms, not specific to the technology provider, and what drives the
collaboration is the end consumers’ wants, rather than a contract. This collaboration is
therefore rather thought of as a strategic alliance that is held together by end-user needs rather
than contracts.

The collaborations with MNQO’s, however, are very close, but not really contractual. There are
teams that keep dialogues with the different MNOs to find out their wishes and requirements
for future products, but no agreements to buy the products. Generally the technical
requirements from MNOs are very similar as they are discussed though GSMA.

The Senior Engineer™ explains that Company A must as a technology provider also consider
the needs of the end-consumer, and ensure the best solution for them. But if Company A
would take a more active role in mobile payments in the future, they would probably work
with a TSM that would handle contractual issues with many third parties. Company A would
probably not want to negotiate all agreements themselves.

The technology provider knows they cannot do everything, and has therefore a very open
approach towards collaborations to be able to offer the best products and services available.
Overall, Company A talks about two guidelines: to be the best friend of the MNOs and at the
same time to sell technology that fits well with mobile software providers. Transferring this to
the mobile payments market, the technology provider seems to stick to these guidelines, and
thus does not seem to actively have a different strategy towards mobile payments than other
technology related areas. Therefore, the strategy regarding mobile payments seems to be to
follow the overall strategy of the company and then take advantage of opportunities that
might present themselves. For example, if security elements are embedded in the phone, the
technology provider could potentially use the ownership over these elements to take fees for
utilizing them.

The Senior Engineer® also indicates that exclusive collaborations are rare, as this might lock
up the end user and make the product less attractive. Looking at the mobile payment market in
general, he furthermore believes that the future will hold many different parallel solutions.

15 Senior Engineer, Company A (2011). Interview 2011-03-22
16 Senior Engineer, Company A (2011). Interview 2011-03-22
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The financial institutions are inclined towards secure and heavy services, and there will
probably be space for more flexible services, especially for smaller transaction amounts and
in countries where a big proportion of the population do not have bank accounts.

5.3 Company B

Company Type Technology Provider
Turnover <50 million SEK
Employees <100

Geographical Market Global

Interviewee CEO

Company B is a technology provider for secure transactions using connected mobile devices
not confined to mobile phones and provides technology solutions for;

e Mobile banking
e Mobile payments
e Mobile security

We interviewed the CEO of the company (in this thesis mentioned as the CEO).

The CEO" defines mobile payments as “...money transactions where the mobile phone is the
main vehicle for authentication and verification”

The CEO™® explains that Company B provides an extensive technology platform for different
kinds of mobile payment products. The company works B2B and can adapt their services to
fit the client’s requirements. The solution is based on secure transactions using a mobile,
connected device for secure authentication. To do this Company B offers a back end product
for the secure transfer of funds.

The actual product is built around a white label mobile application and connected service
platform that is given out by different service providers, such as merchants or banks. The
application allows several different payment alternatives, suitable for all distribution channels:

e Online (e-commerce)

e Mobile (m-commerce)

e Point of Sale, including vending machines
o P2P

17 CEO, Company B (2011). Interview 2011-04-06
18 CEO, Company B (2011). Interview 2011-04-06
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The application can be integrated with a NFC chip for POS purchases. The exact composition
of the end product towards the consumer is decided by Company B’s customer. The value for
the end consumer is a secure and trustworthy mobile payment solution that is also simple.

The CEO" declares that Company B is a B2B
company, targeting firms that want to offer

mobile payment services to their consumers. Pagsrgﬁzzlgfeuofif;w
Company B supplies infrastructure for these Card Companies)
mobile payment solutions, and does not have

any direct contact with the end consumers. ‘
Company B directly targets the segments that e Vobile
they believe will be part of the mobile payment GOO%R;QA?N% g‘p?::;rs
industry, namely banks, MNOs and big brands. Ericsson etc.)

The customer buys Company B’s technology
and incorporates this with existing systems.

According to the CEO®, any company that tries to build a payment solution totally on their
own will eventually fail. Therefore collaborations are needed for the product of Company B to
succeed. In Figure 7 the total collaboration structure of Company B is visualized, by in
summary you can say that this attitude has resulted in these different collaboration partners
for Company B:

Payment service providers: Offering a product that the PSP can build on and offer to
merchants. Company B is 10% owned by Company | (also in this study), and together
they offer a ready mobile payment solution.

Account holding institutions (banks, etc.): To be able to offer services which
include the possibility of having accounts with money on them

Acquires: To be able to offer full services towards merchants, Company A is
integrated with acquirers

Technology providers: Company B uses technology providers to complement their
system with servers and security solutions.

Infrastructure providers: For NFC services Company B’s software needs to be
incorporated into payment terminals. Again Company I is a good example of this kind
of collaboration.

The structures of these collaborations are generally designed as formal or informal
collaborations with contractual agreements between the actors. However, an exception of this
is that Company B has received investments from a payment provider; Company | in this

19 CEO, Company B (2011). Interview 2011-04-06
20 CEO, Company B (2011). Interview 2011-04-06

51



Intellectual Capital Management ﬁ ICM

FAAMAGEHENT = ECOMOMECS = LW ~TECHNCLDGY

study. Company | thus owns 10 % of Company B and also has a board member position
(CEO, 2011).

% RRRRE > Merchant
b o e A 2T R

ITSR pSp

\% Company B
Platform

Competitor Platform

Acquirer J

payment BABS is a famous example
service, bank

service, security
or identification
service

Third Party

Account
Holder/Issuer

Maintenance and develops
Key (cryptography)

Examples, a

bankor

payment

service provider

(PSP) The position of Company B,
where they can offer
enabling technology

Figure 7The collaboration structure of Company B

In order to further explain the arrangements of collaborations above, the CEO clarifies that the
ITSR (Inter-transaction Service Router) is the technology of Company B. This is a switch
between the actors in the mobile payment value network that routes data. Other actors’
preferred payment systems (services) can be connected to this router. Moreover, the CA is a
certification issuer (Certification Authorities) that publishes and maintains the keys. Banks
and Mobile Network Operators are examples of these actors, where banks have an advantage
since they generally have higher credibility.

According to the CEO?! it would be possible for Company B to build a full solution on its
own, but such a solution would not be self-selling. Therefore Company B has decided to have
open APIs around the product to enable many different actors to use and build on the
platform, and incorporate it into their own products. A modular structure also means that
Company B is very flexible in what customers needs to put into the collaboration, and can
through other collaborations offer more or less full mobile payment products.

The CEO thinks that payment systems are trust systems. To become a global actor like Visa
or MasterCard there is a need to be trusted. Moreover, there are two options to expand the
reach of services: (1) the multi-tier version where Company B adapts to the current

2l CEO, Company B (2011). Interview 2011-04-06
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infrastructure to easily fit into global standards, or (2) the single tier version where Company
B will have to ensure that any specific solution fits all actors. Company B’s strategy seems to
be the multi-tier one, and to gain trust by collaborating with and adjusting to the systems and
companies that are trusted and already in place.

Here the CEO states that Company B actively strives to offer the technology that is needed to
position the company in the middle of the value network, but at the same time be open
towards other solutions. This strategy is focused on claiming the company’s part of the big
picture, and as the business grows, more money will be earned. By focusing on selling the
services rather than taking a part of transactions, Company B can more easily collaborate with
many of the big actors.

Finally, the CEO?* mentions that collaborations also have been used to reach customers. The
offerings towards MNOs have been made together with Company 1, and internationally
Company B also works with partner strategies.

5.4 Company C

Company Type Mobile Network Operator
Turnover >1 billion SEK

Employees > 1000

Geographical Market Global

Interviewee Product Manager

We interviewed a product manager (in this thesis mentioned as the Product Manager),
responsible for current and future mobile payment products in all markets.

The Product Manager?® means that mobile payments can be understood as payments where
the mobile is involved or where the payer is mobile, but in more concrete terms defines a

(13

mobile payment solution as “... when you use a mobile telephone in some way during

payment.”

According to the Product Manager®, Company C currently offers two mobile payment
products: (1) Premium SMS (CPA) (2) Premium WAP (/IP/mobile broadband) — Click-to-
buy. The base for these products is the same: a MNO can identify the user through their
mobile number or mobile connection and adds the purchase amount to the next bill or deducts
it from a prepaid pot.

Company C does not actively market the products, but tries to make it as easy as possible to
use and implement, especially as there is no standard API for this kind of product. Generally
there are two big target segments for the two products: (1) mobile consumed (ring tones, etc.)

22 CEO, Company B (2011). Interview 2011-04-06
2 Product Manager, Company C (2011). Interview 2011-03-25
24 Product Manager, Company C (2011). Interview 2011-03-25
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and (2) non-mobile consumed (tickets, vending machines, etc.). The main value for the end
consumer is the simplicity of the product.

As a MNO, Company C already provides mobile payment solutions, and is actively trying to
expand to provide further payment services. Company C handles a big part of the payment
value chain themselves as they handle the billing, collection and collaboration with merchant
(or aggregator). The premium WAP product is mostly used on Company C’s own portal,
which means that they also handle the sold goods (Product Manager, 2011).

The Product Manager®® explains that between the MNOs there is an organization called
GSMA, which enables collaborations between the actors. The MNOs do not feel like
competitors regarding the premium SMS products as the consumer does not chose operator
depending on what kind of premium SMS service they have. Therefore the most important
relationship here is the one with the content provider as this is what the consumer wants.
Sometimes Company C sells services though collaborations, as collaborations with payment
aggregators, even though this is not considered to be part of the core business. However, there
are other MNOs that do have their own platforms for content.

Regulatory authorities should also be mentioned here, as payments have to follow the law. At
the moment, Company C is having a dialogue with Finansinspektionen regarding new
regulations that will affect Company C’s products. Regarding the technical side of the
products, Company C often decides to utilize outside competencies and therefore has
collaborations with external technology developers.

Regarding future mobile payment products the Product Manager®® mentions NFC solutions.
The infrastructure for this kind of solutions is beginning to fall into place. However, the
payment ecosystem is still not set, and there is a feeling that all actors are waiting for each
other. For example the banks could have launched contactless cards, but this has not yet
happened in Sweden.

There are many possible business models for the future. The Product Manager®’ believes that
everything needs to be integrated for the customer: no need for extra stickers, memory cards
or registration. The success with premium SMS is probably because of the simplicity. There
must be trust, security and simplicity.

There are many potential players in a NFC-based mobile payment product. Company C does
not believe in other players than the ones that already are working to get a position. As NFC is

%5 Product Manager, Company C (2011). Interview 2011-03-25
26 Product Manager, Company C (2011). Interview 2011-03-25
27 Product Manager, Company C (2011). Interview 2011-03-25
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an infrastructural game it will be hard for smaller actors to get a good position, they will need
to cooperate with bigger actors to succeed. Company C believes in collaborations with
financial institutions like a smaller bank. But a NFC solution will also require an industry
wide standard to give a clear customer benefit, especially in small markets as the Nordic one
(Product Manager, 2011).

In conclusion, the Product Manager?® explains that GSMA is trying to create a standard for
MNOs where the MNOs could act as TSMs. Exactly how the collaborations will look is still
unclear. Company C also has good collaboration with mobile handset manufacturers. It is
based on a mutual need, and most of the big ones have worked with Company B for several
years. Company C can put pressure on manufacturers, but in the end all parties need to agree.

The Product Manager® argues that the telecom industry is driven by big investments and long
cycles. Therefore the MNOs are used to collaborations to get things done. However,
according the product manager many MNOs are used to good earnings and there is therefore a
risk that they might not be willing to share this income in the long run.

Company C looks at collaborations from case to case. According to the product manager, the
company does not think about value network positioning as they are such a big company, thus
being in a relatively static position confined by many owners, regulations, etc. However,
Company C owns a MNO active in another European country that is built as a network
company. They have outsourced almost everything resulting in about 100 employees for
about 2 million customers. For example the premium SMS technology has been mostly
outsourced to another actor in the industry, Company E a payment aggregator, which is also
interviewed in this study.

5.5 CompanyD

Company Type Mobile Network Operator
Turnover >1 billion SEK

Employees > 1000

Geographical Market Global

Interviewee Business Developer

We interviewed a business developer (in this thesis mentioned as the Business Developer) at
the Swedish office with responsibilities for innovation and business development as well as
for the company’s mobile payment product.

The Business Developer’s® definition of mobile payments: “A mobile payment is initiated
and ended with a cell-phone” The Business Developer also mentioned that mobile payments

could be seen in a more general sense, not only looking at a mobile phone. The payment

28 Product Manager, Company C (2011). Interview 2011-03-25
2 Product Manager, Company C (2011). Interview 2011-03-25
30 Business Developer, Company D (2011). Interview 2011-03-16
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device has to be something that is mobile and that you bring with you, but not including
payment cards.

Currently the only mobile payment product offered by Company D is premium SMS, also
known as Content Provider Access (CPA). This is a good service for Company D today, but
since it has drawbacks, the MNO is also looking into future payment options.

The CPA product is used for digital content, tickets, voting, vending machines, etc. It is very
popular because it is very simple and available to everyone with a mobile phone. However,
there are two drawbacks that greatly limit the possibilities with the products: Security and
costs.

e Security: There is no valid agreement that proves that it is the owner of the mobile
phone that is the purchaser. Therefore a purchase could easily be challenged.
Therefore the purchase amount needs to be small.

e Cost: Because of the high costs the MNOs take, CPA payment is not good for goods
with low margins, i.e. most physical goods.

The CPA service Company D offers is most often marketed by payment aggregators. These in
turn sell the services to payment service providers or directly to merchants. Company D could
offer their services directly to merchants, but generally there is at least one actor in between.

Regarding the CPA product, the Business Developer® presents that Company D only really
collaborates with payment aggregators, such as Company E. The collaborators get access to
Company D’s API though contractual agreements. Some big merchants or service providers
have direct relationships with Company D, but this is more of a customer — supplier
relationship than collaboration.

Company D also has relationships with ethical agencies in order to offer good services to end
consumers. There is no real collaboration between the MNOs regarding this product. All
actors know that they need to have it, but there is no common standard. The business
developer explained this by stating that collaborations should be a result from the demands of
the market. In the case of CPA, there is no need.

The Business Developer®? did not go into any specifics about what kind of product Company
D will develop in the future, but there is work going on. Getting into physical payments with
some kind of NFC solution is hard as the value chain is very set: The four box model
including card issuers, acquirers, payment service providers and merchants is very fixed.

31 Business Developer, Company D (2011). Interview 2011-03-16
32 Business Developer, Company D (2011). Interview 2011-03-16
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Looking at the evolution of payment cards in this industry it takes time, and the business
developer believes that not even the whole industry of operators can affect this.

Regarding remote payments however, a lot more things are going on. 4-5 years ago almost
only cards were used for payments online. Today there are many more options and the future
is unclear. The big question for Company D is how to position itself when CPA payments are
not enough, and when going outside tickets and cell phone content.

In general the Business Developer® thinks that collaborations will be needed for future
products as this will reduce the development needed for each partner, as well as add more
strength to the product. Industry standards are necessary, but because of competition law the
collaborations cannot go further than technical standards. In addition, the business developer
believes that it could be hard for many parties to all agree on a standard technology/market
road map.

Collaborations will be essential for future solutions, a lone actor cannot grasp for too much.
But for this to occur, many actors must change their behavior to fit into collaborations
structures. Therefore there is not yet any solution ready in Sweden.

The Business Developer®* gave several examples of projects outside of Sweden, involving
Company D, where collaborations are used to create mobile payment solutions. Among other
things, the division in Hungary created a joint venture together with other operators and
financial institutions to enable mobile payments and related services. The joint venture setup
was necessary to agree on prices and govern a service involving so many actors. In Pakistan,
Company D bought a bank to enable the development of payments.

Generally Company D is very positive towards collaborations, but particularly so when it
comes to payments. For Company D there are two main underlying reasons for collaborating:
(2) differentiate services, and (2) create standards. Regarding payments, collaborations will be
about creating standards and at the same time minimizing the pressure on internal
development. Also, a solution must attract a critical mass of customers, and usually a
company is not attractive alone.

The Business Developer® further notes that it is important for collaboration that no actor
should become too fat (or thin). Collaborations always involve more than two parties, and
within mobile payments no player has such a strong position that they can ignore the other
players. Company D clearly thinks they should have a role in future NFC mobile payment
structures.

3 Business Developer, Company D (2011). Interview 2011-03-16
34 Business Developer, Company D (2011). Interview 2011-03-16
% Business Developer, Company D (2011). Interview 2011-03-16
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5.6 Company E

Company Type Payment Aggregator

Turnover >1 billion SEK

Employees 100 — 1000

Geographical Market Global

Interviewee Global Customer Solutions Manager

The company is a subsidiary in a corporate group that is a provider of telecommunication and
data communications systems and related services. We interviewed a global customer
solutions manager (in this thesis mentioned as the Global Customer Solutions Manager) that
works with sales, architecture, product development and business development of their mobile
payment product.

The Global Customer Solutions Manager®® had, compared to many other interviewees, a
rather different way of defining the mobile payment product “... a payment when a person
uses the mobile phone but where the payment transaction is cleared from the prepaid account
or the mobile network bill”

Company E is a payment aggregator with relationships to both the merchants/content
providers and the mobile network operators.

Merchant
Content

Provider

Figure 8 Collaborations regarding current product, Company E

This means that Company E can handle all he complexity that working with several mobile
network operators implies. Company E is the platform that contains a system for messaging
and payments, and provides an API which all content providers and merchants can connect to.

36 Global Customer Solutions Manager, Company E (2011). Interviewed 2011-03-31
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The Global Customer Solutions Manager®’ explains that Company E collaborates with a
number of actors in order to bring the product to the market. It collaborates both with the
operators and the content providers/merchants. Also, they collaborate with different
authorities. This is because the collaboration is necessary to minimize the regulatory barriers
that exist in some countries when it comes to mobile payments. Moreover, the Company also
collaborates with competitors. This is since the industry is so complex so that structure can
function best if the different aggregators that exist become each other’s aggregators.

Figure 9 Collaborations with competitors, Company E

The Global Customer Solutions Manager®® mentions a NFC enabled product as an example of
a future product. In this solution, Company E provides a platform that handles the complex
situation between several mobile operators and a service provider, in this case often hotels.
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Figure 10 Collaborations regarding future product, Company E

37 Global Customer Solutions Manager, Company E (2011). Interviewed 2011-03-31
38 Global Customer Solutions Manager, Company E (2011). Interviewed 2011-03-31

59



Intellectual Capital Management ﬁ ICM

FAAMAGEHENT = ECOMOMECS = LW ~TECHNCLDGY

This structure enables the hotel to provide their guests to use their cell phone as a key, instead
of having a key card.

This solution demands that Company E must have agreements with the mobile network
operators since the operators must enable Company E’s platform to access the NFC code.
Also, the solution must be able to be blocked if the mobile phone is lost or stolen (Global
Customer Solutions Manager, 2011).

According to the Global Customer Solutions Manager®®, Company E is also positive towards
collaborations, and utilizes these it in several ways. Collaboration has been used in order to
differentiate a solution towards competitors by collaborating with other aggregators towards
customers. Also, collaborations with actors that offer complimentary products such as mobile
advertising have been lucrative to collaborative with in order to generate more value for the
content provider/merchant. The level in the company where collaborations are agreed upon is
different and is influenced by the strategic importance of the question.

5.7 Company F

Company Type Bank

Turnover >1 billion SEK
Employees > 1000
Geographical Market Europe
Interviewee Business Developer

We interviewed a business developer (in this thesis mentioned as the Business Developer)
within retail related services, among other things responsible for developing new concepts,
including mobile payments.

The Business Developer“ thinks the concept of mobile payments is wide, but defines it as ...
a payment that is initiated by a mobile phone” Mobile payments can be both used in remote
commerce (P2P, m-commerce or e-commerce) or in point-of-sale commerce.

Currently Company F does not have any mobile payment solutions, but the company is
looking into many different possibilities. The main challenge is to choose an underlying
system that is both easy and secure. Here the secure element is a central detail; somehow the
customer needs to be identified and sign a transaction (Business Developer, 2011).

% Global Customer Solutions Manager, Company E (2011). Interviewed 2011-03-31
40 Business Developer, Company F (2011). Interviewed 2011-04-08
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The Business Developer* explains that there exists a great demand for to be able to handle
small debts, such as those that occur with online trading platforms. It is important not wait too
long to get a product to market, when a payment solution has been adopted by a critical mass
of consumers it becomes very hard to get into the market. Company F also talked about
developing card and direct bank transfer options.

The Business Developer*” also noted that NFC as an underlying system is interesting,
connected to payment cards, but that there is no functioning ecosystem currently in place. The
business developer said that it would probably take time before a working solution will get to
the mainstream market because of the infrastructure demands. However, with big companies
like Apple and Google getting involved it will probably go very fast when the right
prerequisites are in place. Company F is actively monitoring developments, and will focus on
the opportunities that present themselves. Moreover, several big banks are working on a
common solution for mobile P2P money transfer that is fast, easy and secure
(Bankforeningen, 2011). An SMS-based system is probable as this would be usable for all
mobile owners. Such a system already exists in Norway. Regarding B2B solutions, Company
F is looking into different possibilities, especially focused on payment cards. However, many
new solutions require changes in behavior, which makes success less easy.

Regarding the development of a P2P payment solution, Company F is part of a sort of
consortia that is facilitated by Bankforeningen — the branch association for banks. It is
however hard to get this kind of collaboration to work. The technical and customer side of the
solution will be developed by a technology provider, Company I, so that the banks do not
have to expand too much outside of their core business (Business Developer, 2011).

The Business Developer®® also explained that when developing payment cards to fit mobile
payments, for example though NFC solutions, Company F believes in building on existing
business models and finding new distributions of tasks and security. The European Payment
Council is working on developing collaboration models based on input from all actors and
best practice cases. A solution needs to work on a global scale, like card payments do today.
Therefore the collaborations need to be global. It is also a question about paying for the
infrastructure investments; if the consumer should pay the utility must be higher than the
costs, otherwise the costs need to be spread over the actors involved. A challenge with NFC
solutions will be that payment cards function very well today. The main utility for a consumer
could be the ability to combine many different cards in the mobile phone. Such a scheme
would need the collaboration of even more actors.

A complication here is the MNOs that so far have been very expensive regarding the
payments they have been involved in. They need to decide what role they are going to take in

# Business Developer, Company F (2011). Interviewed 2011-04-08
42 Business Developer, Company F (2011). Interviewed 2011-04-08
# Business Developer, Company F (2011). Interviewed 2011-04-08
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a new value chain. If the MNOs will become TSMs, they need to realize that other actors
could take that role too. If the MNOs could lower their prices they could be attractive to
collaborate with

The Business Developer* thinks that it is very important with collaboration, especially to
make the customer experience better and gain important network effects. However, the
business developer also indicates that Company F needs to become better at collaborating.
The banks are built on several automatic systems, which can make it hard for a bank to easily
integrate with outside systems. Despite this, Company F is currently in the process of starting
several new collaborations that have sprung up very fast. Collaborations are becoming more
important as the world is becoming more complex and product life-cycles are getting shorter.
Working together is a way of adapting quickly and building utility for the end consumer.

Company F’s strategy towards collaboration usually depends on the business model.
However, a general principle is that collaborations need to be win-win. When dividing the
revenue, this needs to be done in a fair and transparent way that creates incentives for all
actors to work towards a common goal. Here it is important to create customer utility, and
focus on what the consumer really wants.

5.8 Company G

Company Type Bank

Turnover >1 billion SEK
Employees >1000
Geographical Market Europe
Interviewee Product Manager

We interviewed the product manager for mobile payments (in this thesis mentioned as the
Product Manager).

The Product Manager* explains that it is really hard to define a mobile payment solution. A
clear definition is hard to state, but it spreads from purchasing items with a credit card in a
cell phone to performing a distance payment through a mobile phone.

According to the Product Manager*®, Company G provides today an application for smart
phones and an adjusted web site for mobile phones. Regarding service, the end user can
manage their bank account, make transactions and pay their bills.

# Business Developer, Company F (2011). Interviewed 2011-04-08
# Product Manager, Company G (2011). Interview 2011-03-24
4 Product Manager, Company G (2011). Interview 2011-03-24
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Company G has no real collaboration in order to take this solution to the market. However,
the company as such has other current collaborations in the mobile payment industry, where
they are suppliers of transaction services to payment providers. This collaboration is however
less formal.

Company G can in the near future provide the market with another two mobile payment
products®’.

Mobile P2P transfer — In the near future, it is possible that Company G together with other
competing banks will provide a mobile P2P solution for its customers. This will enable the
customers to make real time fund transactions even though the account holders have different
banks.

Point of Sale Solution - In the future, it is possible that Company G will be able to offer its
customers to purchase items in shops and make payments with a NFC-enabled mobile phone.

The different future products require different collaborations with different actors®.

Mobile P2P transfer — The Mobile P2P transfer product requires a strong collaboration with
all the banks on the Swedish market. This collaboration will be facilitated through the national
bank association (see Company F above for further explanation).

Point of Sale Solution — The Point of Sale solution also require a number of collaborations.
Company G can today issue credit cards to end consumers, sign up retailers to accept credit
cards and manage payments. It is yet to be decided what the value chain of the NFC-based
solution will look like, but collaborations with mobile network operators are probably
necessary.

The Product Manager® states that he thinks that the bank is not less open for collaborations
than any other actor in the industry. Generally, collaborations develop when there is a
commercial aspect with the collaboration. Collaborations must therefore increase for the
business to exist. Also, collaboration for Company G must be long term and be a part of the
company’s strategic plan.

5.9 CompanyH

Company Type Payment Provider
Turnover 50 — 1000 million SEK
Employees 100 — 1000

47 Product Manager, Company G (2011). Interview 2011-03-24
8 Product Manager, Company G (2011). Interview 2011-03-24
# Product Manager, Company G (2011). Interview 2011-03-24
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Geographical Market Europe

Interviewee Business Developer

Company H is a Swedish company that offers payment solutions to the eCommerce and
mCommerce industry. We interviewed an employee at the business development department
(in this thesis mentioned as the Business Developer). His duties were both to be a bridge
between IT and the rest of the organization as well as general business development tasks
such as mapping the competitive landscape, following trends etc.

The Business Developer®® explains that the mobile payments definition covers a broad
spectrum and reaches from mobile banking to mobile authentication. Mobile payments will
provide the opportunity to bring offline and online purchases together and the industry is
leveraging a lot on the development of smart phones. Moreover, a more concrete definition of
a mobile payment would be “The ability to make payments/send receive money/conduct
transactions in low frictions ways and not dependent of geographical location”.

The Business Developer>* argues that the current product of Company H is a payment method
that is offered by merchants on their eCommerce or mCommerce focused towards the end
consumers. The end consumers can the pay for their product by authenticating themselves
through a premium SMS, a voice service or by using a pin code. The consumer pays through
an invoice that is sent to the consumer after the purchase. The value for the end consumers is
that the service involves little friction, and that the service is not limited to subscription
phones but also pre-paid and corporate cell phones®%.

The Business Developer®® explains that Company H is a small actor and therefore performs a
large proportion of the activities in-house, compared to large actors that use many specialized
collaboration partners. However, Company H collaborates with the following actors;

Information providers - Credit bureaus, telephone look up companies, address look up
companies that can provide the Company with information about the cell phone holders that
would like to purchase by using their product.

SMS Gateways — technology providers that enable communication between the end-
consumers cell phones and Company H’s internal system.

External Development Expertise — Companies that are specialized in some areas of
technology development that Company H can utilize for instance when developing smart
phone applications or likewise.

%0 Business Developer, Company H (2011). Interview 2011-03-08
> Business Developer, Company H (2011). Interview 2011-03-08
52 Business Developer, Company H (2011). Interview 2011-03-08
53 Business Developer, Company H (2011). Interview 2011-03-08
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All these collaborations have a low degree of formalization. This is since the collaborations
are built as service provider relationships, as one partner provides a service that the other
partner pays for. Moreover, the collaborations are not largely connected to the product, but
rather to the company level. This is because collaborations are not generated around the
mobile payment products, but on other payment products in the company (Business
Developer, 2011).

The Business Developer™ argues that main driver to Company H’s perception of
collaborations is the business need. If there is a commercial winning with collaboration, then
the company is positive towards it. The decision process is based on a business cost/profit
analysis, and if the result is satisfying the company is very keen on getting into collaborations.
The level in the firm that decisions about collaborations are taken is dependent on the
strategic impact of the collaboration. Collaborations have also been used as a strategic tool in
the company and have been used to gain better positions towards interesting potential
customers to the firm.

5.10 Company I

Company Type Payment Provider
Turnover 50 — 999 million SEK
Employees 100 — 1000
Geographical Market Nordic

Interviewee Business Developer

Company | provides

e Payment Solutions for Internet, Mobile and Physical Commerce
e Credit

e Accounts

e Receivables

e Billing

e Collection

e Billing

e Customer Relationship Management Systems

We interviewed the Product and Development Manager of the company (in this thesis
mentioned as the Product Manager). His duties are product and business development and he
is responsible for the mobile payment product of the company.

>* Business Developer, Company H (2011). Interview 2011-03-08
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The Product Manager> defines mobile payments as ”...When you use your mobile phone in
the transaction process, either for the transaction of funds or for purchasing items through
your mobile phone...”

However, the customers are all of those that use the mobile phone somewhere in this process.
And the mobile phone is also a device that is used to ensure the security in the transaction
process. But the industry is hard to define. It is for example hard to know if the transaction,
when a person is purchasing an item on a smart phone application by using a credit card, is to
be categorized as a mobile payment transaction.

Company I’s current product is a mobile payment product that is built so that it can be used in
the following distribution channels;

e Point of sale

e eCommerce

e mCommerce

e Vending Machines
e P2P transfers

The concrete value offer for the consumers is three-fold; (1) the consumer doesn’t need a
credit card or debit card (2) it enables real time access to an account (3) it functions in all
distribution channels (Product Manager, 2011).

Point of Sale — In the point of sale channel, the product functions as having a credit card or
debit card in your cell phone, since it enables real time access to your account. The consumer
must first download an application and register an account at the Company I. After that the
consumer can purchase from a merchant either through swiping the cell phone above a
hardware or by using a one-time password.

Remote (eCommerce and mCommerce) — In the remote distribution channel, the consumer
uses a one-time password in order to perform a transaction.

Vending Machine — in the vending machine process, the consumer contacts a router that is
installed in the vending machine. The consumer then sends money to the vending machine
through the downloaded application.

P2P — The consumer can transact funds to other account holders at Company | by using the
application in the cell phone.

% Product Manager, Company I (2011). Interview 2011-03-24
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The service of having an account at Company | and the mobile payment product is marketed
directly towards the end consumers and also towards the merchants. However, for Company |
it is mostly important to be the actor that sets up the infrastructure and thus functions as a
technology provider (Product Manager, 2011).

Company | has invested in a technology provider and owns 10% of that company (the
technology provider is also interviewed in this study; Company B). Company | does only own
the infrastructure and the account system in the value chain. They could therefore function as
a white label towards consumers. This means that the consumers could use the Company I’s
service but see the brand of a bank or a mobile network operator in the process. Company | is
in this sense a payment aggregator. This means that Company | has collaboration with these
payment providers; mobile network operators, credit card/debit card agencies and banks. Of
these, the relationship to CC/DC and Banks are more informal collaborations but the
relationships with the mobile network operators are seen are more formal (Product Manager,
2011).

So, the merchant could, instead of having a different interface towards each payment
provider, only have an interface towards Company I. This is first and foremost a technical
collaboration between the payment providers and the merchants. Company | strives to have
an open API so that they could be infrastructure providers in all parts of the value chain, but it
is possible for the merchants to use other payment suppliers solutions together with the
solutions from Company I.

The Product Manager®® explains that company | has a positive and open attitude towards
collaboration. The general perception is that they enter into collaborations if the company can
gain commercial advantage from the collaboration. He also stresses that collaborations are
often needed in order to execute the strategic objectives of the firm. Collaboration is decided
at different levels in the firm and could both be decided at board level or product manager
level. This depends on what strategic impact on the firm the collaboration has.

The strategy of Company | is to be as attractive partner as possible in the mobile payment
industry. Therefore, they strive to offer all parts that are necessary for a merchant or end-
consumer in the transaction process. But this solution must also be open so that solutions from
other payment providers can be used. Through this merchants can have one good solution
instead of two separate systems.

% Product Manager, Company I (2011). Interview 2011-03-24
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6 Analysis

This chapter is focused on the analysis of the study. First we give you an
introduction to the analysis and how it is structured. Following this, we will
focus separately on each of the three sub-research questions, before finally
analyzing the overall research question of this study.

6.1 Introduction to Analysis

As described in the introduction chapter to this master’s thesis, the purpose of this study is to;
create _an_understanding for the use of, and the approach towards, collaborations,
including collaboration strategies, among the different types of actors in the Swedish
mobile payment industry. Further, the purpose is also to describe the resulting value
creation alternatives for mobile payment actors that the collaboration situation gives rise to.
This chapter aims at using the theoretical and empirical investigation to fulfill this purpose.
The methodology used in this study, which also is explained in the methodology chapter, is to
construct a theoretical framework around collaborations and consequently perform an
empirical study consisting of semi-structured interviews with actors from the Swedish mobile
payment industry. The analysis chapter therefore has the intention of being a logical bridge
between the theory and the empirical study, while also leading up to the conclusion of the
thesis.

This chapter will therefore be based on an analysis of the theoretical and empirical findings,
utilizing the key theories and frameworks that are presented in section 4.7 Key Theory and
Frameworks for the Analysis. The theory will be used both as tools and guidelines, but we
will also evaluate these findings in the light of the findings from our empirical study. The
analysis will be used as a foundation for our conclusions that will fulfill the purpose of our
study. The conclusions will furthermore be presented in the next chapter of this study.

This chapter is divided into four sections: three sections are intended to correspond to each of
our three sub-research questions, and the fourth is dedicated to answering the overall research
question. Therefore the analysis chapter is made up of the following parts;

e Extent of Collaboration — which will cover “To what extent do collaborations exist
between different types of actors in the Swedish mobile payment industry, and what
are the structures of these collaborations?”

e The Approach to Collaboration — which will cover “What are the approaches towards
collaboration among the different types of actors in the Swedish mobile payment
industry?”

e Value Network Strategy — which will cover “What are the different actors”
collaboration strategies in relation to the commercialization of mobile payment
products?”
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e Alternatives for Value Creation — In the last section of the analysis chapter we will
make an attempt to analyze and answer the overall research question with this study:
What are the possible value creation alternatives for mobile payment actors given the
collaboration situation in the Swedish mobile payments industry? In this section we
will utilize the analysis from the three previous sections, and also the implications that
we can see from a collective analysis of these three sections.

The last section will therefore aim at analyzing the collaboration situation that exists
and find the possible alternatives for value creation for the actors in the Swedish
mobile payment industry.

6.2 Extent of Collaboration

One of the sub-research questions of this study is to what extent do collaborations exist
between different types of actors in the Swedish mobile payment industry. In order to answer
this question, we chose to utilize the Vertical Integration Framework that was brought
together by Lorange and Roos (1992). The authors suggested (as can be seen in section 4.7
Key Theory and Frameworks for the Analysis) that there are five types of collaborations;
Merger & Acquisition, Joint Ownership, Joint Venture, Formal Collaboration and Informal
Collaboration. We preferred to use this framework in the analysis since it simplifies the
analysis by using fewer variables than using all twelve types of collaborations that were first
introduced in the theory chapter.

Firstly in order to analyze the extent of collaborations in the mobile payment industry, based
on the interviews we compiled a table consisting of three variables; (1) which partners each
company collaborates with, (2) if that particular collaboration actor is part of the mobile
payment value network, and (3) what type of arrangement the collaboration is.

In the analysis, it is important to emphasize that we have focused on the number of different
types of collaboration arrangements. By this, we do not count five similar collaborations
with the same types of actors as five collaborations, but rather as one type of collaboration. As
an example, a payment aggregator could have hundreds of formal collaborations with mobile
network operators. In this study, we have defined this as one type of agreement.

We will use Table 6 below as the base of our analysis of the extent of collaborations in the
mobile payment industry, and also to differentiate between which actors the collaborations
occur.

Company Collaboration Partner The Collaboration Partner is in Collaboration Arrangement
the Mobile Payment Value
Network
A: Technology
provider
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B: Technology Payment Service Provider
provider

Account Holders

Acquirers

Technology Providers

Infrastructure Provider
C: MNO Mobile Network Operators

Regulatory Authorities

Technology Providers

Payment Aggregators
D: MNO Payment Aggregators

Ethical Agencies

Technology Providers
E: Payment Mobile Network Operators
aggregator
Other Payment Aggregators
End-users
Government Authorities
F: Bank Payment Providers

Industry Organization

Banks/Competitors
G: Bank Payment Providers

Industry Organization
Banks/Competitors
H: Payment Information Provider
provider
SMS Gateway
Technology Providers
1: Payment Mobile Network Operators
provider
CC/DC Companies
Banks

Technology Provider

X

Joint Ownership

Informal Collaboration

Informal Collaboration

Informal Collaboration

Formal Collaboration
Formal Collaboration
Informal Collaboration
Informal Collaboration

Formal Collaboration
Formal Collaboration

Formal Collaboration

Informal Collaboration
Formal Collaboration

Formal Collaboration
Informal Collaboration
Informal Collaboration
Informal Collaboration
Formal Collaboration

Formal Collaboration
Informal Collaboration

Formal Collaboration

Formal Collaboration
Informal Collaboration

Formal Collaboration
Informal Collaboration
Formal Collaboration
Informal Collaboration
Informal Collaboration

Joint Ownership

Table 6: The extent of collaborations in the Swedish mobile payment industry

Collaborations are commonly occurring in the mobile payment industry — As can be seen
above, there are many kinds of collaborations in this industry. More specifically, all of the
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actors above have some kind of collaboration both with actors in the mobile payment industry
and with actors from outside the mobile payment industry.

In total, we have identified 31 types of arrangement of collaboration among the actors
investigated. If we apply this study to the industry, we could argue that there are
approximately 3.5 arrangements of collaborations per actor in the mobile payment industry in
Sweden. The number of collaborations per actor in this study varies from two to five.
Company A, a technology provider has the least number of collaboration types; two.
Company B, also a technology provider, has the most numbers of collaboration arrangement
types; five.

The collaborations often occur within the industry — As can be seen above, many of the
collaboration arrangements are realized with another actor from the mobile payment industry.
20 arrangements or approximately 66 % of the collaborations were identified as occurring
between actors in the mobile payment industry.

In the mobile payment industry, some type of actors have similar collaboration
arrangements while others do not — In the analysis we can also see that some type of actors
are very similar when it comes to the type of collaboration arrangements. Two good examples
of this are the banks and the mobile network operators. The banks (Company E and F) both
have informal collaborations with the payment providers and more formal collaboration with
each other. The mobile network operators (Company C and D) both have informal
collaborations with technology providers and formal collaborations with payment
aggregators.

However, the two payment providers (Company H and 1) that exist have different type of
collaboration arrangements. The only type of collaboration partner that they have in common
is the one with technology providers. However, the arrangements of these collaborations also
differ, since Company H has informal collaborations with technology providers, and the
Company | has gone so far as to invest in a technology provider and therefore has a close
collaboration with this partner. Moreover, the two technology providers (Company A and B)
in the study also have different arrangements of collaboration. Also, Company A has the least
number of collaboration arrangements and Company B has the most collaboration
arrangements.

Moreover, in this study, we also tried to look at the structures of these collaborations. In
order to do this a matrix was compiled using information from Table 6, which can be seen in
Figure 11 below. Using this matrix we will try to further analyze what this implies, and
discuss the different structures of the collaboration arrangements.
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Collaboration  Merger & Joint Ownership Joint Venture Formal Informal
Arrangement  Acquisition Collaboration Collaboration

Company:

A: Technology provider
B: Technology provider
C: MNO

D: MNO

E: Payment aggregator
F: Bank

G: Bank

H: Payment provider

|: Payment provider

Figure 11The structures of collaboration in the Swedish mobile payment industry

Low degree of formalization and inter-organizational dependence — In Figure 11 it is
possible to see that almost all of the firms only have formal or informal collaborations in
relation to mobile payments. This means that the vertical integration between the parties in the
collaboration arrangements is often low. In our study we have only found one example of a
collaboration with a higher degree of formalization and higher degree of mutual dependence;
Company I’s investment in Company B.

According to the theory, this structure is not surprising. As can be seen in the theory chapter,
Blaxill and Eckardt, (2009) argue that a major disadvantage to arrangements of
collaborations is that they often work best, and generate most value in a mature industry. In
the empirical study, respondents have also stated that they are waiting for a stable dominant
structure before they will move into any closer collaboration arrangements and that the eco-
system is not set yet and therefore they are reluctant to have any tighter relationships.
Moreover, according to the empirical investigation, some of the investigated firms have closer
relationships abroad regarding the mobile payment industry. An example of this was
Company D that is part of a joint venture including a bank in Eastern Europe and has acquired
banks in south Asia in order to improve its mobile payment products in these regions. Also,
Company C owns a MNO in another European country that has outsourced many activities,
and has therefore become very reliant on the other actors in the value network. We therefore
argue that it is possible that if we revise Figure 11 above in five to ten years time, it will
contain more examples of collaboration arrangements with a higher degree of inter-
organizational dependence, such as joint ventures, co-ownership and merger and acquisitions.
This can be backed up by Lorange and Roos (1992) that state that a company can decide to
start a relationship with a lower degree of dependence in an initial phase and at a later stage,
when the actors feel more confident in the collaboration, decide on what kind of degree of
dependence that is relevant.
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6.3 Approach to Collaboration

The purpose with this section is to answer the research question; What are the approaches
towards collaborations among the different types of actors in the Swedish mobile payment
industry? In this part of the analysis we will operationalize the research question by breaking
it down further into three sub-questions. The research question will be answered by analyzing
and evaluating the interviewed companies” responses in relation to these three sub-questions.
The first two are geared towards the companies” products and how these are designed towards
collaborating. The third question is a measure of the interviewees” views on the advantages of
collaborations for the different companies:

1. To what extent are (will) the companies’ mobile payment products (be) open to
collaborations?
The design of the companies” products should reflect their approach: A product that is
built to be easily integrated with outside parties indicates a positive approach, while a
product that is designed to largely stand by itself and requires special effort for
external integration indicates a negative approach. Each company will be graded as
High, Medium or Low on this question.

2. To what extent are (will) the companies” mobile payment solution (be) dependent on
relationships with other companies?
This question is a measure of how the companies” current or future business model is
designed to be dependent on other companies or not: A solution that requires unique
relationships with other actors indicates a positive approach towards collaborations,
while a solution that only requires the relationship to exchangeable suppliers indicates
a negative approach. Each company will be graded as High, Medium or Low on this
question.

3. What are the companies’ reasons for collaborating (what advantages do the
companies see)?
According to summary of the theory chapter in section 4.7 there are many different
advantages®’ in collaborating. This question is designed to qualitatively evaluate what
advantages the interviewed companies expressed, and thereby further understand their
approach towards collaborations. The advantages that the investigated companies see
will also be assessed in relation to the documented advantages with collaborations.

To further strengthen the analysis in this section, the turnover size and core activity of the
companies was also taken into account. The turnover size is interesting as an indication of the
relative strength and stability of the company, which might affect the approach of the
companies. In addition, we also reasoned that if a company is centered on mobile payments,
then the approach could be different compared to a company that only has mobile payments
as a peripheral activity.

57 Common themes in the interviews wete that collaborations should help to fulfill strategic objectives and in general
be economically positive for the business. These are not considered below as we see these as the effect of
advantages, rather than #be advantages.
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This section is structured so that we first present a table containing some key take-outs from
the interviews regarding the three questions above to give an initial overview of the
companies” approach to mobile payments. After that an analysis of the three separate
questions is presented. Following, a table and a matrix visualizing the key discoveries from
the analysis is presented. The last part is dedicated to evaluating the approaches to
collaborations and the findings from this section are later used in section 6.5, Value creation
alternatives, to help answer the main research question of this study.

Company

Approach towards Collaboration

Mobile payments a
core activity?

Turnover size

A: Technology
provider

B: Technology
provider

C: MNO

D: MNO

E: Payment
aggregator

F: Bank

G: Bank

- Very open approach towards collaborations to be able to offer the best
products and services available

- Do not consider themselves big enough to manage to get a grip of a
payment solution by themselves.

- Considers the mobile payment industry to be complex and thus the need
for having different cooperation partners as huge.

- Believes that any company that tries to build a payment solution totally
on their own will eventually fail. Therefore collaborations are needed to
succeed.

- The company works B2B and can adapt their services to fit the
requirements of many different kinds of actors.

- Company B has decided to have open APIs around the product to enable
many different actors to use and build on the platform, and incorporate it
into their own products.

- By collaborations offers more or less full mobile payment products.

- Tries to make their products as easy as possible to use and implement
for collaborators as there is no standard API.

- Handles a big part of the payment value chain by themselves and
sometimes collaborates with payment aggregators.

- As NFC is an infrastructural game it will be hard for smaller actors to
get a good position, they will need to cooperate with bigger actors to
succeed. A NFC solution will require an industry wide standard to give a
clear customer benefit.

- Positive towards collaborations, but particularly so when it comes to
payments.

- Collaborates with a few different actors to get their solution to the
market.

- In general collaborations will be needed for future products as this will
reduce the development needed for each partner, as well as add more
strength to the product.

- Is positive towards collaborations.

- Provides an API to their platform to all content providers and merchants
to connect to.

- Future product demands agreements with MNOs.

- Collaborates with a number of actors to get the solution to the market.
- Collaborations have been used to differentiate a product and to offer
complementary products

- Built on several internal systems that make it hard to integrate.

- Focused on consumer utility, and believes that collaborations are very
important to improve consumer experience and gain network effects.

- In an NFC solution the collaborations needs to be global, and cost could
be spread over the involved actors.

- Working on a future mobile P2P transfer product that requires a strong
collaboration with all the banks on the Swedish market.

- It is yet to be decided how the value chain of the NFC-based solution
will look like, but collaborations with mobile network operators are
probably necessary.

No:
No current products

Yes:

The company
provides an
extensive
technology platform
for different kinds of
mobile payment
products.

No:

Company B
currently offers two
mobile payment
products:

1. Premium SMS
(CPA)

2. Premium
WAP(/1P/mabile
broadband

No:

Premium SMS

Yes:
Aggregates
premium SMS
products

No:
No current products

No:
(Mobile banking)

Large

Small

Large

Large

Large

Large

Large
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- Collaborations must increase the business to exist.

H: Payment - A small actor and performs a large pile of the activities in-house. Yes: Medium
provider - Collaborations are not generated around the mobile payment products, Mobile payment

but on other payment products in the company. solutions based on

invoice payment

1: Payment - Has a positive and open attitude towards collaborations. Yes: Medium
provider - Strives to have an open API so that they could be infrastructure Payment aggregator

providers in all parts of the value chain but that it is possible for the and Mobile

merchants to use other payment suppliers” solutions together with the application payment

solutions from Company |. product

- Enters into collaborations to gain commercial advantage.
Table 7 Summary of answers regarding approaches to collaboration

6.3.1
Looking through the responses of the companies it is clear that there is a general positive
attitude towards collaboration. However, to get a deeper understanding of the different
companies’ approach towards collaborations we have answered the three questions stated
above.

1. Openness towards collaborations

Company A, as a technology provider, is open towards modifying its products to fit their
collaboration partners’ needs, yet the end consumer demand is still the most important to
follow. A similar approach is taken by Company B and I, which have even built their products
in modules so that it should be possible to fulfill a wide range of requirements and collaborate
with many different companies.

The MNQOs, Company C and D, have worked for easy integration with their products to
ensure collaborations with payment aggregators, such as company E. Company E’s product is
based around collaborating, and is therefore built to be open both towards payment providers
and merchants. However, Company E has gone further, and has opened up its product for
integration towards competitors (other aggregators).

The banks, Company F and G, do not have any current products, and company F expressed
that their internal system is not built for easy external integration.

Company H is not built to require collaborations, and the relationships that exist have been
specifically integrated as needed.

2. Dependence on collaborations

Companies B, E and | have built their mobile payment products to necessitate specific
collaborations in order to function and are therefore very dependent on these collaborations.

A’s collaborations are not crucial regarding mobile payments, but the company will probably
follow the lead of their partners.
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Both F and G have indicated that future involvement in mobile payment products will be
based on specific collaborations at an international level. In contrast, company H has the
approach of trying to do as much as possible in-house (excluding general suppliers).

C and D have enabled collaborations with payment aggregators and PSPs for convenience,
but also deliver services directly to merchants. They have also indicated the need for close
collaborations with actors such as financial institutions for some future mobile payment
solutions. In addition, Company C’s relationship with handset manufacturers is based on
mutual need.

3. Reasons for collaborating

Company A’s collaboration with MNOs and a mobile software provider is mainly motivated
by end consumer needs and thus increased sales. However, collaborations are also motivated
by the complexity of the mobile payment industry; the technology provider cannot do
everything themselves, thus the need for collaborations to deliver working solutions to the
market.

Company B believes that a payment system needs to be built by several actors to succeed.
This is motivated by several aspects, such as increasing consumer trust in the company and
reaching more customers, thus earning more money. Collaborations also enable Company B
to offer more elaborate solutions to their customers. By partnering with established actors,
Company B more easily adapts to the current infrastructure.

Both Company C and D see meeting the end consumers’ needs as the biggest reason to
collaborate and thus be able to create complex standard solutions. Company C sees NFC-
based solutions as an infrastructural game, which will require the participation of many big
actors to deliver a product. Similarly, Company D collaborates with a few actors to take a
solution to the market. D also talked about a lower amount of work for each actor if working
together, and collaborations can be used to differentiate a product from competitors”.

The design of the business model is the main factor behind collaboration for Company E:
collaborations are needed to bring the product to the market. The value the company adds is
the reduced complexity it offers by easily connection MNOs with merchants all over the
world. Company E further uses collaborations to differentiate solutions towards competitors
or to add value to their services by offering complementary goods.

Company F motivates its plans to collaborate regarding mobile payments by the reduced need
for investment and increased utility for the end consumer: F believes that future payment
solutions need to be global, and this can only be achieved though collaborations. Company G
focuses on the commercial gains from collaborating; though collaborations the company can
access the new market of payments but still keep to its core activities. A similar approach is
taken by Company H, where the main driver for collaborations is the business need for
external input regarding products. Naturally collaboration should lead to some commercial
winning for the company, maybe by getting a better position towards potential customers.
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Finally, Company | uses collaborations to be able to offer a full product to merchants, that
even works together with competing solutions to increase the simplicity for the merchants. It
is important that collaborations lead to commercial advantage for the company.

In order to better visualize and analyze the approach to collaborations among the investigated
companies, the answers from the questions above have been compiled into this table.

Company Openness of Dependence on Reasons for collaborating Mobile payments Size of
product collaborations a core activity? Company

A: Technology

provider

B: Technology

provider

C: MNO

D: MNO

E: Payment
aggregator

F: Bank

G: Bank

H: Payment
provider

I: Payment

provider

Table 8 Summary of findings regarding approaches to collaboration
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To get a better overview of the reasons for collaborating, the answers were compiled into the
matrix below, trying to group them together and translating to the relevant advantages
discussed obtained from the theory chapter.

Advantage: Deliver Increase Reach more  Deliver Increased Cost Differentiate ~ To offer

working consumers’  customers/ complex flexibility®  and risk  a product complementary

solutions/  trustinthe increase solutions sharing  from goods
accessthe  company sales 58 60 competitors’

COmpany: market

A: Technology
provider
B: Technology
provider
C: MNO

D: MNO

E: Payment
aggregator
F: Bank

G: Bank

H: Payment
provider

1: Payment
provider

Table 9 Matrix visualizing reasons for collaborating

The results from Table 8 and Table 9 above lead to the findings regarding the companies
approach towards collaborations:

Most of the time there is a connection between the kind of company and the approach to
collaborations. Regarding both the MNOs and the banks, the interviews demonstrated a
similar approach towards collaborations. This is hardly surprising given that actors of the
same type and size are facing the same market dynamics. Moreover, this similarity could be
further strengthened by industry and standard associations and common initiatives. The two
payment providers however show opposite approaches towards collaborations regarding
mobile payments. This can be explained by a difference in choice of business model in an
industry where a dominant business model has yet to emerge.

Almost all companies in the investigation have an underlying need for collaborations in
their business model for mobile payments. This confirms the hypothesis about the industry as
value network based, however, it is also interesting to note that Company H has chosen a less
dependent business model. This company is also the only company that did not somehow
mention help delivering solutions as an advantage to collaborations, instead focusing on the
pure economic benefits.

58 Includes: Offer more elaborate/global solutions, reduce complexity for consumers, create standatds, etc.
% Adaption to the current infrastructure
60 Includes: To lower the amount of internal work
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In the mobile payment industry, there is a need to collaborate with other actors in the
industry. In our study we have, as can been seen above, discovered that many actors have a
need for collaborating. This can be seen in relation to Table 6 in section 6.2 that indicated that
there is a greater need for the collaborations to occur with other actors in the industry. We
think that this could imply that many actors in the industry are dependent on each other. A
validation of this thesis is that many of the collaborations that exist between actors in the
mobile payment industry relate to a core process or core activity for the mobile payment
product or solution. A good example of this is the collaborations between payment
aggregators and mobile network operators. This is because; the premium SMS product, as an
example, cannot be provided by the mobile network operators by themselves to all content
and service providers. They are thus dependent on the payment aggregator, and that they take
the role as a middle-man towards a large number of content and service providers, in order for
the premium SMS product to function.

The primarily perceived advantage of collaborations is the help to get (complex) solutions
to the market. This indicates a general belief that it is not possible to create a viable mobile
payment solution as a lone actor, which was even expressed during interview with Company
B. This is in line with Blaxill and Eckardt (2009) (section 4.7) who states that increasing
collaboration is partly a result of companies becoming more and more specialized.
Nevertheless there are companies like Company H that tries to create solutions that are not
dependent on other specific actors.

The advantages that the companies communicate do only to a little extent correspond to the
advantages presented by prior research. Among the most common advantages argued by the
prior research (presented in 4.7) only one, risk and cost sharing, correlates with our empirical
study. The others; Economics of Scale, Access to Technology, Knowledge and Know-How
and Faster Access to Market/Strategy Implementation were not directly communicated in the
empirical study. However, the advantages presented by recent research, such as “Support the
Delivery of Complex Solutions to the Market” and “Increased Flexibility”, corresponds with
the findings from the empirical study. Moreover, some advantages presented by the
investigated companies are not or to a little extent mentioned in the prior research.
Consequently, we think that there is room for further research in this area.

With one exception, companies where mobile payment is a core activity have a very positive
approach towards collaborations. Three out of the four companies where mobile payments
are the core have chosen business models focused on collaborations involving big specialized
actors. However, the big actors with whom they need to collaborate generally seem to be less
easy to collaborate with (more negative approach).

6.4 Value Network Strategy

Similarly to the prior sections, with a starting point in the interviews, and with the aid of the
theory chapter, this section in the analysis is focused on trying to answer the research
question: What are the different actors” collaboration strategies in relation to the value
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creation of mobile payment products? To evaluate the strategic direction of the different
companies we will be looking at three sub-questions relating to how they act in the mobile
payment value network; the first two more focused on the interviewed companies” strategic
behavior in the mobile payment industry, while the third is an evaluation of strategic thinking
regarding network positioning:

1. To what extent is the company active in taking their current or future mobile
payment product to the market?
Part of the company’s strategy towards mobile payment relates to how active the
company is involved in marketing and the development of the products. An active
focus on mobile payments suggests an interest in getting a central role in the value
network. A more passive development suggests a weaker interest in becoming a strong
strategic player by forming the market.

2. To what extent does the company actively try to control a central position in the
mobile payment value network?
According to Kleinaltenkamp and Ehret (2006), in section 4.1.4, obtaining a central
position in a value network is an important strategy to become a strong actor in the
industry. This question is meant to evaluate how active the company is in following
this kind of strategy.

3. How is their positioning strategy built?
According to Johnson, Scholes and Whittington (2009), in section 4.1.4, a company’s
positioning strategy in a value network should consist of three key issues: (1) Find and
focus on the activities that are core to the company, (2) decide suitable partners and
collaboration arrangement with these, and (3) find the current and future profit pools
in the value network. We will call this kind of strategy active network positioning.
A contrasting view is stated by Schilling (2010) (section 4.1.4), who argues that a
company does not have the power to decide their position themselves, but that the
position is a result of size and competence of the company. Thus, powerful companies
sitting on crucial information can rely on finding their place in the value network
without an active positioning strategy. We will call this kind of strategy passive
network positioning.
This question is meant to evaluate if the company uses one of these strategies (or
similar), or if any other approach seems prominent (we will summarize these as other
network positioning strategies).

This section is structured like 6.3: we first present a table containing some key take-outs from
the interviews regarding the three questions above to give an initial overview of the
companies” value network strategies. After that an analysis of the three separate questions is
presented. Following that is a table visualizing the key discoveries from the analysis is
presented. The last part is dedicated to evaluating the approaches to collaborations and the
findings from this section are later used in section 6.5, Value creation alternatives, to help
answer the main research question of this study.
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Company

Strategy today

Mobile payments
a core activity?

Turnover
size

A: Technology
provider

B: Technology
provider

C: MNO

D: MNO

E: Payment
aggregator

F: Bank

G: Bank

H: Payment
provider

1: Payment
provider

Overall, Company A talks about two guidelines: to be the best friend of the MNOs
and at the same time to sell technology that fits well with mobile software providers.
The strategy regarding mobile payments seems to be to follow the overall strategy of
the company and secondly take advantage of opportunities that might present
themselves.

Company B actively strives to offer the technology that is needed to position the
company in the middle of the value network, but at the same time be open towards
other solutions. This strategy is focused on claiming the company’s part of the big
picture, and as the business grows, more money will be earned. By focusing on
selling the services rather than taking a part of transactions, Company B can more
easily collaborate with many of the big actors.

Company B looks at collaborations from case to case. According to the product
manager the company does not think about value network positioning as they are
such a big company, thus being in a relatively static position confined by many
owners, regulations, etc.

However, Company B owns a MNO active in another European country that is built
as a network company. They have outsources almost everything resulting in about
100 employees for about 2 million customers.

The telecom industry is driven by big investments and long cycles. Therefore the
MNOs are used to collaborations to get things done. However, according the product
manager many MNOs are used to good earnings and there is therefore a risk that
they might not be willing to share this income in the long run.

Two main underlying reasons for collaborating: (1) differentiate services, and (2)
create standards.

It is important in a collaboration that no actor should become too fat (or thin).
Collaborations always involve more than two parties, and within mobile payments
no player has such a strong position that they can ignore the other players.
Collaborations will be about creating standards and at the same time minimizing the
pressure on internal development. Also, a solution must attract a critical mass of
customers, and usually a company is not attractive alone.

Collaboration has been used in order to differentiate a solution towards competitors
by collaborating with other aggregators towards customers. Also, collaborations with
actors that offer complimentary products as mobile advertising has been lucrative to
collaborative with in order to generate more value for the content provider/merchant.
Collaborations are becoming more important as the world is becoming more
complex and product life-cycles are getting shorter. Working together is a way of
adapting quickly and building utility for the end consumer.

Company F’s strategy towards collaborations usually depends on the business
model. However, a general principle is that collaborations need to be win-win. When
dividing the revenue, this needs to be done in a fair and transparent way that creates
incentives for all actors to work towards a common goal. Here it is important to
create customer utility, and focus on what the consumer really wants.

Generally, collaborations develop when there is a commercial point with the
collaboration. Collaborations must therefore increase the business to exist.

A collaboration with Company G must be long term and be a part of the company’s
strategic plan

The main driver to Company H’s perception of collaborations is the business need.
If there is a commercial winning on collaboration, then the company are positive
towards collaborations.

Collaborations have also been used as a strategic tool in the company and have been
used to gain better positions towards interesting potential customers to the firm

The strategy of Company | is to be as attractive partner as possible in the mobile
payment industry. Therefore, they strive to offer all parts that are necessary for a
merchant or end-consumer in the transaction process. But this solution must also be
open so that solutions from other payment providers can be used. By this, merchants
can have one good solution instead of two separate systems.

The general perception is that they enter into collaborations if the company can gain
commercial advantage from the collaboration. Collaborations are often needed in
order to executive the strategic objectives of the firm.

No

Yes

No

No

Yes

No

No

Yes

Yes

Large

Small

Large

Large

Large

Large

Large

Medium

Medium
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Table 10 Key answers regarding value network strategy

The initial screening of table 10 gives a mixed picture of approaches towards strategy in value
networks. Therefore, to get a clearer picture of the companies” strategies to obtain strong
positions in the value network, we have answered the three questions stated above.

1. Active mobile payment development

Company A’s driving force behind integrating NFC technology is the company’s
collaborators. The technology provider will probably not be a driving force behind a future
payment solution but rather exploit potential opportunities that come their way.

In contrast, Company B is very active in their work offering technology for mobile payment
solutions. Similarly, Company E also markets and develops their product actively.

Company C does not work actively with their current premium SMS product, but states that
they are actively trying to expand the company’s presence in the market with new solutions.
The other MNO, Company D, also seems to be semi-active regarding their payment product.

Even though the banks, Company F and G, do not actively participate in current payment
products, they indicate that they are participating in the development of future solutions.

Finally, both the payment providers, Company H and I, work actively developing their mobile
payment services, and market these towards their customers.

2. Active value network positioning

Company A’s general strategy is to keep its current position in the value chain, and focus on
making collaboration partners and consumers happy. However, if an opportunity presents
itself the company seems interested in taking advantage of it.

Company B has a very active value network strategy by making sure to supply and keep
control over the technology that puts the company in a central position in the value network.
Thus, as the business grows, Company B hopes to become an increasingly important actor in
the industry.

The MNO, Company C, said that they do not have an active network strategy as they see
themselves in a relatively static and defined position. Company D’s strategy is less clear from
the interview and is therefore deemed to be neutral.

Regarding future solutions, the payment aggregator (Company E) has thought about how to
use their current relationships to build a controlling position in the next generation mobile
services.
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The banks, F and G, both talked about being part of future mobile payment solutions, but both
seem to want to be part of products that build on current structures and thus contribute with
current competencies.

Company H is unique in this study as they try to control most of the value chain by having the
competencies in-house. This means that for their mobile payment product the company is
avoiding a value network built on collaborations, thus the company cannot be said it want to
control a central position, rather build their own network.

Lastly, Company | is widely present in the value chain and has a strategy of being an
attractive partner, but did not seem to clearly know exactly what part of the value network to
control.

3. Positioning strategy

Company A does not seem to have a specific positioning strategy for mobile payments.
Rather, the company works together with their old collaboration partners, trying to meet
requirements, and has no strategy to take a central role unless an opportunity presents itself.

Company B has decided to offer the technology that puts them in the middle of the value
network. This has been done by building a flexible product with open interfaces in all
directions, making it possible to collaborate with many different actors. In particular there is a
co-ownership relation with Company I, who has the products to complement B to offer a
more complete solution. Company B has decided to sell their services at a price related to the
number of users rather than taking part of transactions, hereby make them more attractive as a
collaboration partner, while still earning more as the business grows.

In contrast, Company C does not think about positioning in the value network, rather the
company considers their position to be relatively static and mobile payment products are built
on the current position as a MNO.

The other MNO, Company D, did not talk explicitly about network positioning as the
business developer did not desire to talk about future products. However, the business
developer did express concern about how to position the company outside of premium SMS
product. One can assume that Company D will use their core capabilities of being able to
identify their consumers even in the future,

Company E, the payment aggregator, is a network company as its business is to work as a
bridge between other companies and make their business easier. When discussing future
solutions the company indicated that it will build on the capabilities that it has developed for
the current products, and seems to have decided to focus on similar collaboration partners.
Regarding profit, the company also expressed that further collaborations to provide
complementary goods has been lucrative.
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The bank, Company F, indicated that they are part of a solution that will not require a great
expansion outside of their core business. The company believes in building mobile payment
solutions on existing structures by adding new distributions of tasks and security. Regarding
collaboration partners other than banks, Company F has thought about MNOs as an attractive
partner, if they could lower their price. As of now, the company is monitoring developments
and will focus on opportunities that present themselves.

The other bank, Company G, also strongly emphasized that companies in the industry should
keep to their own core business regarding mobile payments. The value chain for point of sale
based mobile payment solutions has yet to be decided, but Company G thinks collaborations
will be needed.

Company H is so far controlling a large part of their business in-house, and thus does not have
a network based strategy.

Lastly, Company | has focused on owning infrastructure and an account system in the value
chain, and has decided to complement with collaborations to be able to offer full mobile
payment products. The co-ownership with Company B is an example of this. The strategy is
to be very flexible and open to collaborate with more or less anyone in the value network,
even competitors, thereby being an attractive partner to everyone. Then, by always owning
the underlying system infrastructure Company | makes sure they are always a central player,
and thereby build transaction volumes and increased revenues.

Company Active Active control Positioning Mobile payments a Size of Company
development position Strategy core activity?

A: Technology - Medium Passive No Large

provider

B: Technology High High Active Yes Small

provider

C: MNO Medium Low Passive No Large

D: MNO Medium Medium Passive No Large

E: Payment High High Active Yes Large

aggregator

F: Bank Medium Low Passive No Large

G: Bank Medium Low Passive No Large

H: Payment High Low| Other Yes Medium

provider

|: Payment provider High Medium Active Yes Medium

Table 11 Analysis of value network strategy

The results from Table 11 indicate some interesting points for answering the research question
what are the different actors” collaboration strategies in relation to the value creation of
mobile payment products?

Only one of the interview companies is passive in developing mobile payment solutions. The
high level of activity for Company B, E, H and | can simply be explained by the fact that they
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have mobile payments as a core activity, and would therefore be expected to develop their
products actively. Regarding the other companies, Company C stated that there seems to be a
waiting among the large actors®!, as indicated by the lower activity. Still, this indicates that
the general interest in the market seems to be high.

Only two of the interview companies indicated that they actively work towards creating a
central control position in the value network. This indicates unwillingness among several of
the companies to develop their business outside of their current position. The waiting noted
above could be explained by several of the larger actors not seeing the business potential in
developing a central control position within mobile payments, and instead decide to wait until
they are somehow conveniently integrated into a solution where they can have a relatively
static position.

Only companies with mobile payments as a core activity seem to be using an active positing
strategy in the value network. Companies B, E and I’s active positioning strategies further
emphasize the difference between these companies and the larger companies that do not have
mobile payments as a core activity. By choosing not to build more independent solutions like
Company H, they have to rely on developing value networks involving the older companies
that seem to have chosen a more passive or semi-active positioning strategy, relying on their
current power and core competencies to get a fair piece of the revenue in the mobile payment
industry.

6.5 Value Creation Alternatives

Based on the analysis from the prior three sections and some additional input from the theory
chapter, this section is aimed at finally answering the main research question of this thesis,
namely: what are the possible value creation alternatives for Swedish mobile payment actors
given the current collaboration situation in the Swedish mobile payments industry?

Through the analysis in section 6.2, 6.3 and 6.4 we have identified three possible main paths
for value creation. These three value creation alternatives are presented below.

6.5.1 Value creation through targeting, and striving to control a central position
in the value network

Section 6.2 showed that collaboration arrangements between actors in the mobile payment
industry are common. However, the differences in these arrangements between the types of
actors indicate that there is currently no dominant business model in the Swedish mobile
payment industry. Moreover, it was found that the degree of formalization of these
collaborations is mostly informal or formal in nature. This in turn indicates that structures
could be considered to be less fixed and that there is a degree of flexibility in the industry;
hence new collaborations could readily be formed when creating new business models.

Further, section 6.3 shows that most of the types of actors in the mobile payment industry are
motivated to collaborate in order to get (complex) products onto the market. However, not all

1 Product Manager, Company C (2011). Interview 2011-03-25
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actors have a very open approach towards collaborations (for example the banks whose
products were created for other purposes), even though collaborations would be necessary to
offer a product. In addition, as seen in section 6.4, several of the actors have a passive
positioning strategy in the value network. Thus there is an underlying need in the industry for
facilitating collaborations in order to create these complex solutions.

Combining the arguments above, there seems to be an opportunity for companies that have an
active positioning strategy; facilitating the creation of new collaborations in order to establish
mobile payment solutions on the market. From section 6.4, Company B, E and | best fit the
description of this type of network oriented companies that can utilize the situation to create
value by building a strong central position in the value network.

An example of a type of actor that follows this value creation alternative is the payment
aggregator: Company E. This kind of company becomes good at facilitating the connection
between merchants/payment service providers and other actors, in this case MNOs, and
extracts value from being the connecting hub. Another example is Company B who has built a
flexible product with open interfaces in all directions, making it easy to collaborate with many
different types of actors to create payment solutions, while making sure that all transactions
pass though their central platform, thus gaining a central control position.

Value creation through control over core competencies or resources

Many of the types of actors in the mobile payment industry do not have mobile payments as
their core activity (see section 6.3.1), but it is important to mention that some have the control
over an exclusive/important competency or resource that can be used in mobile payment
solutions. An example is the banks that control bank accounts that could potentially be
integrated directly into payment solutions. However, as seen in section 6.4, companies that do
not have mobile payments as a core activity are less active in developing products and also
have a tendency for somewhat less open approach towards collaborations compared with
focused mobile payment companies (section 6.3). An explanation for this could be the lesser
financial need in these companies as there are additional sources of revenue, in addition to the
fact that their core business was built for other purposes — probably for a market requiring
less/different collaborations — and their products and processes are therefore not designed for
easy integration with partners.

A result of the described situation is a passiveness in the industry among many actors, as also
noted in section 6.4. This corresponds to Schilling’s (2010) view that companies can rely on
their control over valuable competencies or assets to position them in a value network; hence
a value creation alternative based on the control over core competencies/resources.
However, in an immature industry, like the Swedish mobile payment industry, with a lacking
dominant structure, this passive strategy can lead to a very slow progress in the industry
overall. That is unless a company working according to 6.5.1 Value creation through
targeting, and striving to control a central position in the value network joins the actors
together. This could help to explain why any major mobile payment schemes (except
Premium SMS) have yet to become widely adopted in Sweden.
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An example of this kind of value creation is the Premium SMS business model. This is built
around the MNOs possibility to connect a phone number with a person’s network bill. By
owning the customer relationship the MNOs get a huge part of the transaction amounts, even
if it is a payment aggregator or payment service provider that actively markets the solution.

Value creation through new innovative structures, creating a new value

network, and controlling all the desired parts
Section 6.2 describes that there are many collaborations are between actors within the mobile
payment industry. This could imply that the many different types of actors in the industry are
dependent on each other. This could be explained since many of the collaborations that exist
between actors in the mobile payment industry relate to a core process or core activity for the
product or solution. A good example of this is the collaborations between payment
aggregators and mobile network operators. This is since, the premium SMS product could as
an example not be provided by the mobile network operators to all content and service
providers, but they are dependent on the payment aggregator, and that they take the role as a
middle-man towards a large number of content and service providers. This reasoning is
further backed by section 6.3 where it is concluded that there is a high degree of dependence
on collaborations regarding the mobile payment products the actors are/will be part of.

Section 6.3 further discuses the advantages with having collaborations, and finds that the most
commonly stated advantage is that collaborations help to deliver products to the market. This
helps to explain the perceived dependence on collaborations, at least when they are needed to
actually create a product. However, there are also several disadvantages and risks with
collaborations as summarized in section 4.7 Key Theory and Frameworks for the Analysis.
Accordingly, an actor might find a solution not dependent on collaborations more attractive in
order to avoid these risks and disadvantages.

In section 4.7 the main disadvantages are described as (1) Bureaucracy, (2) Administration
and Sharing and (3) the weak functionality of collaborations in immature industries.
Combining these reasons with the problem of unbalanced bargaining power that would exist
between a small and a large company (section 4.5: Lorange and Roos, 1992), there is a clear
case for choosing a less dependent business model that does not require collaborations with a
specific large actor. In this study, Company H stands out as the company that has chosen this
option to create value by building new structures that are relatively independent of other
actors (section 6.3 and 6.4). Especially under slow development conditions as described in
6.5.2, an independent company like Company H could have time to build a strong position
with an alternative solution that leaves the slower actors out altogether.

Moreover, section 4.7 also describes the three major risk with collaborations; (1)
Incomparability of the partners of a collaboration, (2) Absence of compatible strengths and
(3) Antitrust systems. Contractor and Lorange (1988) also mention that a major risk with
collaborations is that the partners share revenues, knowledge and technology. Company C for
instance mentions that a reason that could cause reluctance towards collaborations is that they
have made such good and satisfying profit from their earlier mobile payment products and
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solutions so that they are not keen on sharing this with any other actor in the industry. This
gives additional reasons for a company to find a value creation solution that is independent on
collaborations.

In conclusion, the third value creation option is to avoid cumbersome collaborations by
building a new type of structure/network, and controlling the desired parts of this.
Company H built a solution that did not require the participation of any of the standard actors
in the mobile payment value network. Another well-known example of a solution built on a
similar principle is PayPal.
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7 Conclusion

In this the concluding part of our thesis, we will describe and explain the
conclusions we have discovered from our theoretical framework, empirical
study and its subsequent analysis.

7.1 The overall Conclusion
As previously explained in this report the purpose with master thesis is to

Create an understanding for the use of, and the approach towards, collaborations,
including collaboration strategies, among the different types of actors in the Swedish
mobile payment industry. Further, the purpose is also to describe the resulting value
creation alternatives for mobile payment actors that the collaboration situation gives rise to.

To make our study more concrete, the purpose was translated into 4 research questions, the
main concluding question being:

What are the possible value creation alternatives for mobile payment actors given the
collaboration situation in the Swedish mobile payments industry?

Our objective in the process of writing this master’s thesis has therefore been to strive to
answer this question in order to fulfill the purpose of this study.

Consequently, our conclusion is that given the present collaboration situation in the Swedish
mobile payment industry there are three value creation alternatives for a mobile payment
actor:

(1) Create value through targeting and striving to control a central position in the value
network.

(2) Create value through leaning upon your key resources and by that utilize your power in
the value network.

(3) Create value through creating new structures by innovations that lead to the generation
of a new value network where you are relatively independent of collaborations.

These conclusions are visualized in Figure 12 and are argued for below. The figures are only
illustrations of the concepts, and are not meant to be studied in detail.
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Figure 12 Alternatives for Value Creation

(1) Create value through targeting and striving to control a central position in the value
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Figure 13 Alternative 1
¢ In this alternative, the actor should be open and flexible towards collaborations.

2 The intention of this figure is to be a visualization of the conclusion rather than a clear description.
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The actor’s value network strategy should aim at creating a position where the firm’s
own capabilities are placed at the center of the value networks in order to make these
capabilities valuable for the other actors. Controlling this position the actor can
increasingly facilitate and control the creation of new collaborations.

Succeeding, the actor will be in a favorable control position in the value network and
can thus claim shares of the revenue streams that the value network generates.

(2) Create value through leaning upon your key resources and by that utilize your power in

the value network®®
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_/—"'/—/—‘; ; s 7
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NETWORK
ACTOR

END
CONSUMER

VALUE
NETWORK
ACTOR
VALUE
NETWORK VALUE
ACTOR NETWORK
ACTOR

Figure 14 Alternative 2

In this alternative, the actor can be passive and wait for a collaboration structure to be
formed, incorporating the actor into the value network.

The actor can rely on receiving an important role in the network since its key
resources are valuable, and therefore other actors will make sure that the actor
becomes a part of the value network.

The actor can utilize its power over the more dependent actors and can by doing so
claim shares of the revenue that the value network generates.

(3) Create value through creating new structures by innovations that leads to the

generation of a new value network where you are relatively independent on collaborations®

93 The intention of this figure is to be a visualization of the conclusion rather than a clear desctiption.
% The intention of this figure is to be a visualization of the conclusion rather than a clear desctiption.
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Figure 15 Alternative 3

e In this alternative, the actor could avoid the risks with collaborations and utilize that
other actors are exposed to the disadvantages of collaborations, by building new
structures that are relatively independent.

e When building new structures that are not so reliant on collaboration arrangements the
actor can take control over the crucial parts of the new value network that is created.

e By owning a large part of a value network, the actor can thus control the revenue that
is generated.

e Also, if the new structure receives a critical mass of end consumers, it will become
interesting for other actors to join. This would put the actor in a dominant control
position with great bargaining power over the interested actors.

7.2 Findings Leadings to the Conclusion

The conclusion above was based on an analysis of the present collaboration situation in the
Swedish mobile payment industry. Therefore, the previous analysis chapter was to large
extent devoted to answering the three sub-research questions:

(1) To what extent do collaborations exist between different types of actors in the Swedish
mobile payment industry, and what is the structure of these collaborations?

(2) What are the approaches towards collaborations among the different types of actors in
the Swedish mobile payment industry?

(3) What are the different actors” collaboration strategies in relation to the
commercialization of mobile payment products?
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In this part of the conclusion we will therefore present the key findings from trying to answer
these questions.

First and foremost we have seen that collaborations are commonly occurring in the Swedish
mobile payment industry and that a majority of these occur with other actors within the
industry. Also, in the industry, some types of actors have similar collaboration arrangements
while others do not. The collaborations are generally structured so that there is a low degree
of formalization and a low degree of inter-organizational dependence in the relationships
between the actors.

Additional key findings from the study are that there often is an underlying need among the
actors to collaborate, and also a need for the collaborations to occur with other actors in the
Swedish mobile payment industry. We saw that the companies with the most positive
approach towards collaborations have mobile payments as a core activity. In addition, the
most common reason for collaboration is to facilitate the process of taking (complex)
solutions to the market.

Finally, we have seen that very few actors have an active value network strategy where they
actively strived to reach a favorable position in the value network. And those actors that did
have an active value network strategy were actors that had mobile payments as a core activity.

7.3 Concluding remarks

The analysis above regarding the current collaboration situation in the Swedish mobile
payment industry resulted in the overall conclusion to our study. Overall, we saw that there
are some general tendencies in the Swedish mobile payment industry, even though the
industry is complex and in an immature state without any clear dominant business models, or
structures in the value network. This situation is also the prerequisite that results in the current
value creation alternatives in the Swedish mobile payment industry.

Moreover, we can see that the three alternatives that we conclude exist for a mobile payment
actor are interrelated and should be considered in relation to each other. They should also be
considered in the light of an actor’s current situation and core capabilities and resources. For
example, an actor that is following alternative 1, use an active value network strategy, will be
able to use the actors that would be characterized as part of alternative 2. This is because
passive actors can be the ones being utilized as building blocks in the value network that the
alternative 1 actor is trying to connect. Further, less active players can lead to opportunities to
build innovative solutions that will reach the market faster or meet consumer demand in a
different way. This is because; the passivity can lead to slowness in the value network that can
put an actor that is trying to generate a new structure in a favorable position.

In the empirical investigation of this study, the actors in the value network have commented
on the current industry situation in many different ways that can be put in relation to the
concluding alternatives. Indicating a strong degree of network thinking, the CEO for
Company B for instance mentions that he believes that “a company that is trying to build a
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payment solution on their own will eventually fail”.®® The Product Manager at Company G
seems to be focused more on their key resources and capabilities, and argues that “a cobbler
should stick to his last”.®® Indicating that a less collaborative approach is also an option, the
Business Developer at Company E worries that “any actor that on their own manages to
receive a critical mass of consumers will be extremely hard to intercept”.®’ This last statement
is however telling for all options: a critical success factor in all alternatives is to obtain a
critical mass of users. The kind of solution that will succeed will be revealed in time.

% CEO, Company B (2011). Interview 2011-04-06
% Product Manager, Company G (2011). Interview 2011-03-24
7 Business Developer, Company F (2011). Interviewed 2011-04-08
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8 Suggestions for Further Research

During this master’s thesis study, we have found some interesting areas where we think that
further research could be targeted. Hopefully future researchers will find these areas
interesting and decide to develop the academic side of these topics further. We found three
areas of research that we think are the most interesting to investigate further:

Firstly, the study has indicated that the perceived advantages with collaborating have a
different focus compared to prior research. Therefore, we think that this area could be
investigated further to update and possibly improve the general advantages with collaborating
in the knowledge-based economy. In addition, industry specific differences regarding
advantages with collaborating would be interesting to investigate to add even more
understanding to collaborations in the Twenty-First Century.

Secondly, an idea could be to do a similar study to this one in another industry, and
consequently compare the conclusions from this study to the results from this one. This focus
could help to develop the connection between collaborations and industry characteristics.
Hence we encourage researchers to take on the task of bringing our purpose and research
questions into other industries.

Thirdly, we think that it would be interesting to investigate the same problems that we have
focused on but in other markets and/or during a wider time period. Such an investigation
could test if our findings regarding value creation alternatives hold in markets with different
characteristics and external environments.
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10 Appendix

10.1 Interview Guide that was used in the Empirical Investigation

(1) Introduction to the Master’s Thesis

e Presentation of the authors and the thesis
e Purpose of the study

e How the information will be used

e Permission to record interview

(2)Background about the interviewee/respondents

e Background about the interviewee
o Academic background
o Industry background
e Information about his/her current position
e Information about his/her current work tasks

(3) Definition of mobile payments

Since mobile payments are so broadly defined (there are as many mobile payment
solutions/products as there are definitions), we believe that this introduction will secure that
we are in the same ballpark.

e Describe what you think about if we mention Mobile Payments/Mobile Payment
Solutions and Products?

e How would you define mobile payments?

4 Mobile Payments and Collaborations

This section will be divided into three parts; (1) current solutions offered through this actor,
(2) future solutions offered by this actor (3) current solutions, where the actor is a passive
part of the mobile solution.

Current Product/Solution
e If applicable, describe any mobile payment products/solutions Company X offers to
end consumers/end users today.
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How does the product function?

Describe the value for the end user/end consumer the product generates?

About the collaboration around the product;

Describe how active your company is in order to bring this product to the market?
Are you owners of getting the product to the market?

Explain how you make sure that the product becomes successful? What strategy?

From a holistic perspective, what major components would you say are needed for the
product to function?

Who owns these components?
Describe how you developed your building blocks/components?

Describe the kind of companies you collaborate with to provide this product to the
market?

How does the collaboration look like?

How does the collaboration structure look like? Formal contracts, ownerships, division
of revenues etc.

What other alternative structures did you consider in this collaboration?
Why did you choose this kind of collaboration model?

Why did you choose to collaborate with these actors?

Future Product/Solution

If applicable, explain how your company plans or evaluates any future mobile payment
products/solutions to end consumers/end users?

Please, describe the product and solution.
How does the product function?
Describe the value for the end user/end consumer the future product will generate?

About the collaboration around the product; Describe how active your company is in
order to bring this product to the market?
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Are you owners of getting the product to the market? Explain how you make sure that
the product becomes successful? What strategy? From a holistic perspective, what
major components would you say are needed for the product to function?

Who owns these components?
Describe how you developed your building blocks/components?

Describe the kind of companies you collaborate with to provide this product to the
market?

How does the collaboration look like?

How does the collaboration structure look like? Formal contracts, ownerships, division
of revenues etc.

What other alternative structures did you consider in this collaboration?
Why did you choose this kind of collaboration model?

Why did you choose to collaborate with these actors?

Current partner in Product/Solution

If applicable, describe how your company works other companies that provide mobile
payment solutions to the end consumers/market?

Please, describe the product and solution.
How does the product function?
Describe the value for the end user/end consumer the product generates?

About the collaboration around the product; Explain how you make sure that the
product becomes successful? What strategy? From a holistic perspective, what major
components would you say are needed for the product to function?

Who owns these components?
Describe how you developed your building blocks/components?

Describe the kind of companies you collaborate with to provide this product to the
market?

What does the collaboration look like?

What does the collaboration structure look like? Formal contracts, ownerships,
division of revenues etc.
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What other alternative structures did you consider in this collaboration?
Why did you choose this kind of collaboration model?

Why did you choose to collaborate with these actors?

About the usage of collaboration models in the company

This section is intended to provide us with the general perception of collaborations in the
mobile payment industry.

Describe your company’s current perception towards collaborations?

Motivate/Describe how important collaborations are for your company? At what level
of your company are decisions about collaborations made? Explain how your
company generally uses collaborations as a strategic tool?

Explain how it is used when taking products onto the market?
Why do the collaborations exist with your collaboration partners?

Could you describe an example of a successful collaboration your company has/have
had?

Could you describe an example of a less successful collaboration you company
has/have had?
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