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Summary

This thesis investigates the deregulation of the audit industry  in Sweden, the changing competitive 
environment and innovativeness, a research gap that has not yet been bridged. This paper raises the 
question of how the innovativeness of firms within the audit industry have changed after 
deregulation. The ambition of this research is to have both theoretical and practical knowledge 
contribution.

The theoretical framework constructed for this research is rooted in the literature review of three 
areas: strategy and competition, deregulation, and organizational innovativeness. These three 
streams of research are used in order to examine the expectations that the industry has on the 
changing strategic landscape. Four perspectives and schools of thought in strategy and competition 
literature are reviewed: the competitive forces, strategic conflict school, resource-based school, and 
dynamic school. These schools are then put into two categories that are substantial opposites of one 
another; market power and efficiency.

The need to consider these perspectives are addressed as follows: the perspective of competitive 
forces allows for understanding the industry  structure, the strategic conflict school – to analyze the 
moves and interactions between competitors, the resource-based school – to understand firms 
resources, and finally, the dynamic school – to understand firms processes and capabilities. 
Summarizing and integrating these perspectives formed a hypothesized understanding that reflected 
the effects of deregulation and organizational innovativeness.

In order to avoid modest  pattern of deregulatory effects that could emerge by observations made in 
the early stage of deregulation, a methodological point of departure that is socially constructed and 
the production of knowledge that is based on interpretations and narratives were argued for. The 
research is furthermore based on a mix of deductive and inductive approach. The discussion with an 
industry member led to an interesting research context chosen as unit  of analysis, which included 
the emerging tension between auditors and accounting-consultants. While the auditors’ believed in 
negative effects from the deregulation, the accounting-consultants had the opposite perception. 
Case-study approach with semi-structured and open-ended interviews were conducted on 
representatives from six firms, half of which represented the auditors and the rest the accounting-
consultants. 

The presentation of results followed the structure of market power, efficiency, and organizational 
innovativeness. The analysis of the results shows how firms within the audit industry had changed 
during the transition towards post-deregulation era. It shows how the previous construction of the 
audit-industry, characterized by  homogeneity, has been decomposed and transformed to become 
more heterogeneous, by the new attractions and alternatives that now exist on the market. These 
attractions and alternatives creates incitement for decreased interaction between competitors that 
causes firms to engage in conflicts, and to redistribute their resources in order to imitate each others 
processes, which in turn creates new organizational innovativeness. The findings of this research 
also shows how the resources that were possessed by the firm before the deregulation tend to 
determine how the firm utilize the innovativeness in relation to the market after the deregulation.
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1. Background
________________________________________________________________________
This chapter begins with a brief introduction of the audit industry, how it got established and 
developed, until present deregulation. The expectations that the industry have will be portrayed, 
backed up with a brief review of literature concerning the changing strategic environment, the 
innovativeness in deregulated markets, and finally conclude with problematization, research 
question and purpose.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

1.1 Establishment and Dissolution of the Swedish Audit Industry

In 1932 the Swedish match king Ivar Kreuger committed suicide in Paris after the collapse of his 
empire, and it is claimed that this incident caused the audit industry in Sweden to grow and become 
recognized of its importance for society. In the decades to come, the industry witnessed heavy 
regulations. In 1944 the Swedish government legislated that listed companies should be reviewed 
by authorized auditors in order to bring further discipline to the business. Later on, discussions were 
made in 1970 about economic crimes and that those activities where mostly  made in small and 
medium-sized enterprises. As a result, in early 80s, all incorporated companies where forced to have 
authorized auditors, bound for a minimum period of four years before allowed to switch. 
(Lennartsson, 2010, p. 30).

Almost three decades later, in late 2010, this legislation was removed, which initially  would leave 
96 % of all companies in Sweden the freedom of choice to either keep or remove their auditor. The 
source of this initiative came from EU, with the purpose to improve savings and strengthen the 
competition, e.g., making it easier for companies to operate, freeing resources for marketing and 
product development, etc. This project, which is called the simplification process, is expected to be 
finished in year 2012 for all EU members (Skough, 2009, p. 20-21). 

The announcement for the deregulation had been open for discussions few years before it got put 
into place. Although the initial criteria for firms that would be effected by this deregulation, i.e., 
those firms that are liberated from statutory auditing, was at a level of 83 million in turnover, 
however, it got  changed in the last minute, before the deregulation was put into effect, to a limit of 3 
million in turnover. On the other hand, after talking with industry members, most audit firms had 
been preparing for the 83 million limit. In addition, the industry  members acknowledged that the 
limit will gradually increase, instead of the initial announcement that was more radical in nature.

1.2 The Changing Strategic Environment

The expectations from this deregulation are widely debated. Some believes that outsourcing will 
increase, others that it will bring new and extended services, or bring changes in the workforce and 
the development of skills, etc. (Ehlin, 2009, p. 21; Hansegård, 2009a, p22; Hansegård, 2009b, p. 
16-18). Theoretical explanations of competitive behavior could be found in the field of strategy. 
However, this field is very  broad and includes several concepts and perspectives that differ from 
each other, such as the perspective of competitive forces, the strategic conflict  perspective, the 
resource-based view, and the dynamic view (Teece, Pisano, & Shuen, 1997, p. 527). 

To maintain competitiveness, according to Porter (1996, p. 75), it  is necessary  for a firm to first 
reduce activities in order to introduce new activities and services, hence, a trade-off must exist. 
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Furthermore, Porter argues that satisfying all customer needs are not always the best solution for 
superior performance and profitability. This philosophy is rooted in firms ability to take 
advantageous positions in an industry, something that Porter (1979, p. 137) explains to be 
dependent on the five forces: the bargaining power of buyers, bargain power of suppliers, the 
threats of new entrance, the threats of substitutes, and rivalry amongst incumbents. However, a firm 
level and product  level does also exist, where results by Ellonen, Kuivalainen, & Januen (2008, p. 
354-357), who studied the impact of Internet technology on the media industry in Finland, indicated 
that it could be risky for a firm to solely  depend on these forces in order to understand its position 
within an industry. The perspective of the competitive forces seems to be more appropriate for firms 
operating within an monopolistic context (Teece et al., 1997, p. 511), utilizing a market that is more 
stable. 

According to the resource-based view, a firm’s resources (physical, human, and organizational) can 
only contain competitive advantage that is sustainable if it has characteristics that are valuable, rare, 
imitable, and non-substitutable (Barney, 1991, p. 105-106). Moreover, Barney (1991, p. 105) argues 
that a market contains heterogenous and immobile resources. In contrast to a regulated market, 
including firms with monopoly positions, the deregulation of the audit industry could bring a 
transformation from homogenous distributed and mobile resources towards more heterogenous 
distributed and immobile resources. As an extension to the resource-based view, there are scholars 
that have been focusing on more dynamical aspect of competition and argues that this is healthy to 
understand when the organization is facing rapid changes in its environment (Teece et al., 1997, p. 
515). The dynamic models are more entrepreneurial, and challenges the configuration of firm’s 
capabilities and organizational structure in such a way that enables more adaptive behavior.

As the main subject of this thesis will treat the field of strategy  in order to explore the competitive 
environment, with the deregulated audit industry  as empirical target, the sub-field of interest is the 
changes that comes with it, in particular the sub-interest is the changing role that innovation has on 
deregulated markets. At the moment the audit industry is experiencing new technological 
innovation which brings improved accessibility and efficiency as well as competitive challenges 
(Kristofersson, 2010, p. 28-29). In an information intensive industry (which the audit industry 
assumably  is), information technology has the power to create interrelationship with previously 
separated industries (Porter & Millar, 1985, p. 157). For example, firms with background in 
retailing-, insurance, car manufacturing, transportation, and electronics industry, just to mention 
few, has lately entered into the banking business (Blomgren, 2006, p. 144).

1.3 Innovation and the Effects of Deregulation

The available literature on innovation is fragmented and studied at many levels – by  scholars from 
different disciplines (Fagerberg, 2003, p. 13-14). There exist  no clear definition of what innovation 
and its attributes are, furthermore, it varies tremendously across industries and firms (Wofle, 1994, 
p. 419-420). Creative destruction was coined by Schumpeter in early 1900’s, as a way to describe 
how and why  structural changes within industries- and firms occurs, this has however, most often 
been studied through technology utilization rather than cause of deregulation (Blomgren, 2006, p. 
17, 19). 

According to Balasubramanian & Lee (2008, p. 1043-1044) the technical quality of innovativeness 
decreases with firm age and firm size. It is more apparent that new firms are the innovators after 
deregulation in the airline industry, an advantage which is assumed to come from their networking 
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abilities (Blomgren, 2006, p. 185). Van de Ven (2005, p. 373) suggests that there exists a first-mover 
disadvantage if a firm, especially  in a knowledge-intensive service economy, choses to go alone, 
thus he emphasize that first movers of technology innovation most often run in packs in order to get 
optimal benefit. However, innovation does not necessarily need to be technological, e.g. it could 
also be marketing-innovation as a mean to increase entry  barriers (Porter, 1979, p. 138, 144). 
According to Suarez & Lanzolla (2005, p. 126-127) the likelihood for a single firm to gain first 
mover advantage is dependent  on the pace of technology- and/or market evolution, i.e. the failure or 
success is determined by the relationship between market leading innovation and technology 
following innovation, or vice versa. In a research made on the european telecom industry, results 
showed that R&D spending of previous monopoly  firms decreased after deregulation while 
marketing spending- and return increased (Blomgren, 2006, p. 156-157).

Studies and results of deregulation’s impact on business is wide and varied across industries and 
countries. For instance, no major changes where found on the deregulation objectives of the 
Swedish taxicab industry, although a decade had passed (Marell & Westin, 2002, p. 142). Similarly, 
no major changes were found in consumers willingness to switch supplier after the deregulation of 
the Swedish electricity industry, although a decade had passed (Gamble, Juliusson, & Gärling, 
2009, p. 818). Studies in US, however, shows that firms with more assets and firms that acted in an 
less competitive environment prior deregulation suffered greater negative abnormal returns after 
deregulation compared to its counterparts (Johnson, Niles, & Suydam, 1998, p. 307). Likewise, 
after the deregulation of US broadcasting industry, firms that where more focused prior the 
deregulation also gained more in terms of market value contra firms that was more diversified prior 
the deregulation (Zhong, Cao, & Ning, 2008, p. 258).

1.4 Problematization and Research Question

As the audit industry  recently got deregulated, a changing competitive environment is expected. 
Some of the expectations, coming from government official report (SOU, 2008:32, p. 13-14), is that 
the supply of services from the audit industry will increase in variety, while at the same time, that  
the prices will decrease. On the other hand, one negative effect, that is mentioned in the report, is 
the concern that auditors have in loosing their monopoly position. Despite all these expectations, 
not many studies could yet be found on the audit industry after the deregulation. Prior the 
deregulation however, survey results have shown that the majority of companies would choose to 
keep  their auditor even after the deregulation, and that the changes coming from the deregulation 
would have positive effects on service quality (Svanström, 2008, p. 287). Furthermore, no studies 
exists on the role that innovation has on the audit industry after deregulation as a result from the 
changing competitive environment.

Thus, the following research questions will be addressed:

a) How does the innovativeness of firms within the audit industry change after 
deregulation?

b) What is the current state of firms innovativeness after the deregulation of the audit 
industry?

The two questions may seem to be similar and overlapping. However, the first question is more 
abstract and probably more difficult to answer, whereas the second question is more concrete and 
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probably  less difficult to answer. One factor that makes the first question more difficult to answer is 
its connection to the past, whereas the second question is more connected to the present. Together, 
these questions will hopefully provide with desirable outcomes that clarifies the problem with some 
substance.

1.5 Purpose and Limitations

This thesis aims to increase the understanding of firms innovativeness in times of deregulation, 
moreover, this understanding will be treated on the basis of competitive context  that the firms in the 
audit industry are facing. The first step will be to critically  review the literature on different 
competitive approaches, backed-up with studies made on deregulated industries. This will then 
serve as a solid foundation for the second step which will be to complement it with available 
literature on innovation in order to get a pattern that could explain how innovation is applicable in 
different context  and then be empirical tested. Thus, this thesis will try to have both theoretical and 
practical contribution. The study will be restricted to the Swedish market and one geographical area 
(Umeå). The research is also restricted to the early stage of deregulation and the perspectives of 
auditors and accounting-consultants. Moreover, the study will not include the perspective of agency 
theory  which treats the issue of interdependence, although the issue will be touched upon and 
mentioned, the purpose is instead to get a broad view of the industry development.

1.6 Research Disposition

In this chapter I have described some historical events of the audit industry, and expected 
deregulatory  effects; introduced the theoretical background, research gaps and research objectives. 
The remaining part of the paper is organized in additional five chapters (see Figure 1 below). The 
second chapter will review four perspectives on strategy, which will be related to available literature 
on deregulation, and organizational innovativeness. This chapter also ends with summarizing the 
content into a table giving a brief overview. The third chapter will describe the methodology for 
conducting this research, consisting of both theoretical and practical approaches for how knowledge 
is produced. The third chapter presents the result from collected data of respondents from the audit 
industry in Umeå, following the structure of the theoretical framework. The fifth chapter analyzes 
the presented results, interpreted with the hypothesized understanding from the theoretical 
framework, in order to answer the research question. The fifth and last chapter will conclude the 
key findings and knowledge contribution, together with a discussion on whether or not the research 
objectives has been achieved, its implications and suggestions for future research.

Chapter 1: Background

Chapter 2: Theoretical framework

Chapter 3: Methodology

Chapter 4: Presentation of Results

Chapter 5: Analysis

Chapter 6: Conclusion

Figure 1. Research Disposition
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2. Perspectives on Strategy and Competition
________________________________________________________________________
In this chapter different strategy perspectives will be reviewed, it will include a mix of research that 
are more empirical oriented and those that are more theoretical oriented, some of the content will 
overlap with the content in the background chapter but at the same time further developed. It will 
also review perspectives on deregulation- and innovation literature.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

As mentioned in the introduction chapter, the deregulation of the audit-industry is expected to 
change the strategic landscape for the industry and competing firms, it is, thus, of essence to 
examine different approaches to understand strategy. Furthermore, although deregulation is 
expected to influence firm’s innovative behavior, the concept of innovation itself is reflected by  the 
broader strategic schools which further necessitates the examination of different strategic 
approaches. Before going into further details of the different perspectives, the term and meaning of 
strategy will briefly be introduced.

To answer the question of why strategy is needed, Mintzberg (1987, p. 25), argues that 
organizations use it as a way to set directions, as a mean to know in what areas to keep  focus, as a 
way to define the organization, and finally as a way to provide with consistency. However, 
Mintzberg (p. 31) also concludes that “strategy can be vital to organizations, both by their presence 
and by their absence”, and argues that there is potential problems when too much of pre-decided 
strategy is eminent. 

In the pursue to answer the question on what strategy is, Porter (1996, p. 74) argues that strategy is 
partly how a firm position itself and directs a set of collective activities that fit and reinforce each 
other, rather than focusing on single activities. This could be compared as somewhat similar to 
Mintzberg’s argument of using strategy as a mean to provide the organization with consistency.

In an article by  Farjoun (2007, p. 198) he asks the question whether or not the development of 
strategy as a research field has come to an end. Farjoun (p. 199-202) proposes the following: while 
the classic scholars of strategy is criticized for being too structured, and regarded by  the opponents 
to be immune for organizations that are operating in fast forward environments; the responding 
strategy development from non-classic scholars tends to be misused and instead of strategy should 
be called more accurately  for tactics. Farjoun (p. 204) suggests that both should be used by firms, 
and that the differences between strategy and “tactics” are that the former is suitable for stable 
environments, while the latter is suitable for unstable environments, however, scholars from 
respective fields are mixing them together even though they  are more focused on one aspect, as 
illustrated by Farjoun (p. 203) with following citation:

“Unfortunately, although the structural approach does incorporate dynamic elements, it has been 
relatively silent in these transition phases. Using a flight analogy, it has provided a thick operations 
manual for manoeuvring a plane once airborne amid other planes, but two thin manuals for 
takeoffs and landings.”

It seems as if his main point implies that the perspectives are overlapping. Furthermore, to separate 
the paradoxes could, according to Farjoun (2007, p. 207), consequently lead to bias results due to 
the misunderstanding of studied context; therefore, both perspectives are applicable, at least they 
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will as industries most often shifts from being stable to unstable and vice versa. One weakness, 
however, is that not much is being said about how these paradoxes originate and change. 

This is important to bear in mind as this thesis will observe firms that has just underwent 
deregulation. Moreover, as the perspectives are difficult to separate, the reader could expect that 
parts of this chapter and its included sections will overlap. On the other hand, this could bring 
synthesis between the concepts which could be good. The division of the coming sections will be 
structured after Teece’s et al., (1997, p. 527) classification, in its order: competitive forces, the 
conflict school, the resource-based school and the dynamic school. This classification is only one of 
many 1 but gives a good overview and distinction between strategy perspectives which could be 
helpful in order to understand the changes that might occur in a deregulated context. 

2.1 The Competitive Forces 

I begin by  evaluating Porter (1979), who introduced the concept of the five forces framework, a 
concept that continues to have a substantial influence on how to perceive an industry structure, and 
the attractiveness and profitability  of the industry. These five-forces include (Porter, 1979, p. 137): 
the collective strength of bargaining power from both suppliers and buyers, the threats of new 
entrants, the threat of substitutable products/services, and rivalry amongst existing competitors (see 
Figure 2 on next page). Although the model views the industry as a whole, it also considers the 
firm- and product level. The formula for a successful strategy is to understand the underlying 
industry structure in terms of economic and other technical drivers, and in doing so take a position 
that is more profitable and competitive. It is suggested that decisions based on this model is, as 
according to Teece et al., (1997, p. 514), similar to choosing between investment alternatives that 
consist of the following steps: 

“(1) pick an industry (based on its ‘structural attractiveness’ ); (2) choose an entry strategy based 
on conjectures about competitors’ rational strategies; (3) if not already possessed, acquire or 
otherwise obtain the requisite assets to compete in the market.”

The five forces framework assumes that the industry could be mapped and approached on areas 
where organizational strength is most  suitable, moreover, it assumes that the forces could be 
manipulated by marketing-innovation with the purpose to increase the barriers for entry, such as 
brand identification, or to increase the perception of switching costs to embrace loyalty (Porter, 
1979, p. 144). He (p. 138-139) identifies six major sources of barriers to entry: economic of scale, 
product differentiation, capital requirement, cost disadvantages, access to distribution channels, and 
government policy. To defend a position within the industry, Porter (1980, p. 34-35) identifies three 
generic strategies that  a firm could use and these are: cost leadership, differentiation, and focus. 
Interestingly, Porter (1980, p. 42-43) argues that some firms within industries will be more 
profitable if they  are either big with cost leadership strategies or small with differentiation or focus 
strategies, compared to medium-sized firms which are least profitable and regarded as stuck in the 
middle. 
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In Porter’s (1979) five forces framework, the defense of entry barriers was primarily on the supply-
side covering, e.g., production economies; however, decades after that publication he thinks it is 
also important to include the demand-side covering economies of  “network externalities" (Argyres 
& McGahan, 2002, p. 48). It seems that the key in Porter’s theory on competition and strategy is 
positioning, i.e., where and how the firm should position itself within the industry in the long-run. 
The five-forces framework is interesting and convincing when it comes to industries that are well 
established and stable. On the contrary, it becomes somewhat problematic to know if the framework 
is as strong when used in an industry facing radical change. It  seems as if such situations involve 
increasingly  more uncertainty, which impose a danger when assuming that a position could be taken 
based on the five forces framework.

Figure 2. The industry structure (Porter, 1979, p. 141).

Research by Ellonen et al. (2008, p. 341-342) was conducted on the media industry and in particular 
the Finnish magazine publisher, which has recently been confronted with turbulence and 
complexity. The interest of this research was to identify how technology  and the Internet had 
impacted the industry. In this research (Ellonen et al., p. 350-354), Porter’s (1979) five forces 
framework was used to analyze competition at the industry  level. The conclusion of this study 
(Ellonen et al., p. 354) shows that the Internet only  has a minute impact on the industry  structure 
and that no significant effects could be shown by the five forces that shape the competition within 
the industry. However, to their knowledge the impact of industry transpires very slow over time, 
thus the results should not be regarded as sustainable. While the industry may enjoy stable 
competition, the Internet was observed to have a stronger impact on the firm level. On the firm-
level, the core competences are not changed in contrast  to attitudes and learning, which now is 
needed, as well as capabilities and resources for producing multidimensional brand concepts that 
are regarded as a key  competitive advantage. Naturally, the Internet also had a strong impact on the 
competition at the product level where it is used as a tool for differentiation and value creation for 
customers. (Ellonen et al., p. 355) 
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An interesting contribution from this study is their (Ellonen et al., p. 356) suggestion on using 
multilevel analysis to better understand the competitive implication stemming from technological 
change and that these levels do not exist in isolation, rather they  are dynamic and influence each 
other. They see the interaction and influences as a chain, i.e., changes in the product-level could 
have an effect on the firm-level, which could ultimately  have an effect on the industry  level. The 
context of their study is somewhat different from the objectives of this research as it does not take 
radical industry  change into consideration. The result of technology  impact  on firm behavior could 
by such an observation be different  or provide other insights. Moreover, their research shows that 
there are some weaknesses when  restrictively using the five forces framework. Although Ellonen et 
al., (p. 357) recognize that new and “modern” competition has arisen from increased globalization, 
such as Youtube, which threatened the industry, they did not know how to analyze this competition. 
This again, raises a question on whether or not there is some factor that is missing in Porter’s (1979) 
five forces framework. On the other hand, their research does not take into consideration any 
significant literature review about innovation, something that will be discussed in more details in 
the end of this chapter.

Porter (1996, p. 63-64) explains that when the overall industry focuses on operational effectiveness, 
it does not add to their competitive advantage although the overall productivity is improving, the 
major advantage is instead transmitted to the customers without giving the firms any  profits. This, 
Porter (1996, p. 75) argues, is because companies lack the understanding of business strategy, 
regardless of alternatives of efficiency  and effectiveness improvements, still need to find a position 
that differentiates from their competitors in order to be profitable. Thus, best practice does not come 
from what is available on the ‘market’ alone, rather, best practice, which gives profitability can only 
be achieved from what the company is capable of internally  and find a position on the market with 
capabilities that differentiate from competitors (p. 75). In this way, it is impossible to satisfy all the 
needs that exist on the market, and therefore a company must  make ‘take and leave’ choices, i.e., 
when deciding to pursue a new direction that requires a new set of activities; the company must 
discontinue another direction with a different set of activities, hence, there must exist a trade-off (p. 
68-69). It is recommended that the firm should look at all available activities within the firm as one 
coherent system, and the position taken on the market based on these activities, should all 
contribute to that position, and if one activity performs poorly it will effect all other activities (p. 
70-74).

This argument is supported by Petraf & Reed (2007) who researched the U.S airline industry based 
on the cost by looking at choices made by  airline companies between operational variables in 
periods of regulation and deregulation. With this approach, they could compare if best practice 
available under deregulation would also improve efficiency  under regulated periods. The results of 
their (p. 1091) research confirm that best practice derives from internal fit, and that this new 
administrative practice, which has improved efficiency, would not be possible to obtain if applied 
under times of regulation. On the contrary, it would significantly increase the costs. What this 
research indicates if applied to this research purpose is that firms in the audit industry should 
change their best practice so it fits with the new rules that exist in their environment, or their costs 
will increase. However, it  might not be that easy, as it could be difficult  to know how these new 
rules look, and as a consequence this model lacks to derive the development of best  practice and 
internal fit, more could be said about it. This understanding will hopefully be increased in later 
section that deals with the dynamic school.
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First and foremost, the activity concept will be further elaborated upon. In order to better 
understand the activity concept and how information could be used to alter the strength of firms 
ability  to deliver products and services, Porter & Millar (1985, p. 150-151) introduce the value-
chain model which describes that a firm consists of primary- and supportive (secondary) activities. 
Furthermore, the individual firm and its value-chain is assumed to be a part of a collective value-
system where inter-organizational synergies between upstream (suppliers) value-chains and 
downstream (buyers) value-chains are possible. This is something that varies depending on the 
firms competitive scope and seems to be an issue related to the generic strategies that was 
mentioned in the beginning of this section. A broad competitive scope is good when a firm wants to 
serve the needs of a large target segment, on the contrary, when a firm targets a focused segment 
with customized offers, a narrow competitive scope, without any vast  interdependence within the 
value-system is suitable.

Porter & Millar (1985, p. 157) argue that information technology, especially in an information 
intensive industry, have strong potential to improve and even create new interrelationships between 
activities and businesses, thus also expanding the competitive scope. For example, firms with 
background in retailing, insurance, car manufacturing, transportation, electronics, just  to mention 
few, has lately  entered into the banking business (Blomgren, 2006, p. 144). Firms and products that 
has potentially  high information intensity  are more likely to use information technology, e.g., the 
banking industry  was amongst the first to rapidly start using and exploring information technology 
(Porter & Millar, 1985, p. 154). In this research Porter & Millar (1985, p. 155) assume that 
information technology has three important effects on the nature of competition: it changes the 
industry structure, creates competitive advantage, and creates new businesses. 

However, the effects of information technology in general and the five forces framework in 
particular, which the research by Porter & Millar (1985, p. 155) is using as basis for analysis, tends 
to show weaknesses. Although Porter & Millar acknowledge that information technology can have 
both positive and negative effects, the research conducted by Ellonen et al. (2008), as previously 
presented, indicates that it is difficult to analyze and predict the impact  of information technology 
with help  of the five forces framework alone. One reason could be that it  does not look outside the 
traditional industry structure, if so, the impact will only be detected when structural changes are 
established. For example it might  exist further suppliers or buyers on the ‘blind-spot’, or other entry 
threats not yet understood or accepted by  the ‘traditional’ mind-set, thus also neglecting potential 
opportunities. Hence, it seems necessary  to include more tools in order to improve the 
understanding of the changing strategic environment and effects on firms innovativeness after 
deregulation. Before continuing with the resource-based school and the dynamic school, where such 
understanding potentially can be found, a short review of the conflict school which includes the 
game theory will be followed. 

2.1.1 The Strategic Conflict School

This section will be introduced by examining a case study research by Okereke & Russel (2010, p. 
104) who interviewed six of the largest companies within the energy industry in U.K. In this 
research they (p. 120) conclude that the responding firms are mostly market-driven through 
customer demand, and to drive the market in order to create significant change from a single 
company were believed to be very difficult. However, the interviewed companies did not exclude 
that there would emerge opportunities if such changes were to take place in their industry, and 
recognized that  regulation is a helpful way in order to make this happen. On the other hand, one 
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implication was (Okereke & Russel, p. 118) that the interviewed companies were ambiguous about 
how to grasp such opportunities and simultaneously  avoid problems with how to position the 
company in order to profit from future developments. What is interesting from this research is that 
it demonstrates how companies within regulatory pressured industry  face problems with decision-
making that can capture most of the existing opportunities, and at the same time lower the risk 
which comes from taking a position in relation to future developments. The explanation (Okereke & 
Russel, p. 121) is that even though they want to invest in new innovation, acting to early could lead 
to low return of investment, whereas acting to late could connote that they  fall behind the 
competitors in terms of market share and competitive advantage, which emphasize the importance 
of timing.

In the game theory literature the question of how to capture the most value is illustrated by  how 
companies, often involving a third party, can play industry actors against each-others, by 
cooperating and competing simultaneously, with various tactics that enable this power, one such  
tactic could be to raise ones own value and lower the perceived value of others (Brandenburger & 
Nalebuff, 1995, p. 65), or to manipulate the market  in other ways, using competitors with the 
purpose to increase profits (Teece et  al., 1997, p. 511). The concept of game theory  is regarded to 
share some similarities with Porters (1978) five forces framework, furthermore, it  is regarded to be 
a useful tool in order to understand the moves and countermoves between competitors (Teece et al., 
1997, p. 510, 512). 

The difference between the two concepts of game theory and competitive forces seems to be that 
the five forces framework assumes that the industry  has a set of rules that is to be followed, whereas 
the game theory sees that these rules could be changed and even self enacted. Moreover, instead of 
seeing competitors as rivalry, Brandenburger & Nalebuff (1995, p. 60) exchange that word to 
‘complementors’ in order to highlight that they  actually are more of benefit than harm and to find 
opportunities for cooperating instead of competing (see Figure 3 on next page). It has even been 
suggested, but not accepted by the founder, that complementors is the sixth force in Porter’s (1979) 
industry structure framework (Argyres & McGahan, 2002, p. 46-47). For instance, the cost for 
acquiring material will decline if it were to be bought from one supplier by both company A and B 
even though they are competing for the same group of customers. 

In the game theory  literature the industry is assumed to consist of interaction between competitors 
(Teece et al., 1997, p. 511) and that this interaction could be negotiated in order to create win-win 
and/or zero-sum outcomes (Brandenburger & Nalebuff, 1995, p. 59). Moreover, Brandenburger & 
Nalebuff (p. 58) suggest that in this setting a firm could do well by understanding the incentives of 
others and by that persuade them into the goal of self-interest, one way to do this is to look forward 
and then reasoning backward where scenarios such as when and where to compete and collaborate 
may prove to be appropriate for the sake of better business performance. The concept, seems to be 
as with negotiation, to expand the pie and then slice it which gives greater value for all rather then 
slicing the pie in its smaller size. Competitors collaborate in order to create value and increase the 
pie, but competes when slicing it (Brandenburger & Nalebuff, p. 60). 
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Figure 3. The playground for industry games (Brandenburger & Nalebuff, 1995, p. 60).

An inductive study on the interaction between competitors was conducted by Bengtsson (1994), 
based on both structural and behavior aspect of competition. She looked at inter-organizational 
development within industries during different periods of time by examining data and activities on 
firm- and product level, interpreted by individuals within the firms on their thoughts for competitive 
action which reflects their perception and experience for symmetry. Four arenas of competition was 
identified: rivaling competition, co-existing competition, revolutionary competition and 
evolutionary competition (the latter two is also called transitory arenas) (Bengtsson, 1994, p. 240). 

In the rivaling arena firms enjoy a fairly stable competition which accumulates learning processes, 
and to break the harmony they are in is perceived to be risky (p. 243): “the interaction between 
companies are simple and direct, one competitive move is followed by one easy-to-foresee counter 
move” (p. 241). The actions taken by competitors in this arena are thus described as a zero-zum 
game (p. 243). In the co-existing arena there is no learning process as competition is too stable, i.e. 
there is low interaction and interdependence, if any, which harms the development and overall 
industry performance (p. 244). Small companies adapts and mutual acceptance exists with the large 
companies (p. 241). 

The transitory arenas are more temporary in their character, consisting of change and conflict, 
where the revolutionary arena is external oriented with hostile interaction between competitors, 
whereas the evolutionary arena is internal oriented with limited interaction between competitors. 
The change and conflict within the transitory arenas creates learning processes, it  also creates 
internal and external mobilization as the interacting firms are uncertain about their positions – 
leading to reorientation of activities which creates new intra (organizational)- and inter (industry)-
innovation. (p. 245). The distribution of roles and rules-of-play  are not accepted in the transitory 
arenas, thus the companies try  to shape it, while the opposite is true in the rivaling- and co-existing 
arenas. 
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It seems as if conflict arise when external decisions are made without internal agreements, and that 
even though agreements are reached it could depart from real ‘feelings’ or what existing resources 
really are capable of. Moreover, what  makes companies to have periods of co-existence where no 
overall industry advancements are being made? Is it that the overall industry  is focusing on 
operational effectiveness, which according to Porter (1996) does not add to competitive advantage?
Another study with more focus on individuals belief on competition was made by Baldwin & 
Bengtsson (2004). They studied the emotional beliefs regarding how and with whom to interact  
before and after the deregulation of the Swedish alcohol import industry. Their results (p. 94) 
showed that established interactions and hidden beliefs by experience gathered before the 
deregulation also remained after the deregulation, which prevented goal-orientation and instead 
provoked inertia within the industry.

Something that was implicit mentioned by Brandenburger & Nalebuff (1995) and found to be 
interesting was that firms could establish a position according to Porter’s five forces framework, but 
once established the firms could face difficulties in changing that position as there is then, e.g., a 
threat to loose buyers. What the firm must do if they don’t want to miss alternative benefits is to 
find a way to ‘negotiate’ into a better position without threatening the loss of their customer base or 
other important stakeholders. As already mentioned, the intention should be to increase the pie, thus 
the position taken earlier by  the firm should not be a reason to sink the ship, rather, the ship should 
be equipped and improved. In the dynamic school this issue is brought up and described as path-
dependency (Teece et  al., 1997, p. 522), which is one source amongst others for why dynamic 
capabilities are needed. Similarly a second source of dynamic capabilities are processes, determined 
by learning abilities (Teece et al., 1997, p. 520), which also was touched upon in Bengtsson’s 
(1994) research. The third and final source that calls for dynamic capabilities are assets, which also 
determines the position of the firm (Teece, et al., 1997, p. 521). However, before further clarifying 
the dynamic school, the resource based school will be addressed, although they are closely 
intertwined.

2.2 The Resource-Based School

So far, theories that  describe strategy and competition with focus on external point of view has been 
reviewed, those perspectives also emphasize market power (Rumelt et al., 1991, p. 8; Teece et al., 
1997, p. 511). Following I will describe the resource-based school, which focus on competition 
from an internal point of view in order to better understand how available resources within an 
industry could be used for sustainable competitive advantage (Barney, 1991, p. 102). Decision 
based on this model contra the competitive forces in previous section, is as according to Teece et al., 
(1997, p. 514) as follows:

“(1) identify your firm’s unique resources; (2) decide in which markets those resources can earn the 
highest rents; and (3) decide whether the rents from those assets are most effectively utilized by (a) 
integrating into related market(s), (b) selling the relevant intermediate output to related firms, or 
(c) selling the assets themselves to a firm in related businesses”

In the resource-based school it is assumed that industries consist of heterogeneous and immobile 
distribution of resources, which gives the firm the opportunity to create distinct and sustainable 
competitive advantage, by occupying distinct resources that competitors do not have. However, as 
there is also homogenous resources which everyone could benefit from, e.g., in term of basic 
survival, these resources are not  contributing to sustainable competitive advantage. In order to have 
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a sustainable advantage, the firm must control resources (consisting of physical, human, and 
organizational) that are valuable, rare, imitable and non-substitutable. (Barney, 1991, p. 105-107) 
These resources could not be bought as they are complex, and most often developed without a clear 
link of what resource it is that gets used to pursue a specific strategy, the uniqueness could come 
from historical conditions and experience, or rooted in complex social construction, etc. (Barney, 
2001, p. 110). Even though it is theoretically possible to duplicate and purchase these resources, it is 
either by luck or it will involve a lot of costs and demand a lot of time (Teece et al., 1997, p. 514). 

In order to better grasp the theory, I will provide with my interpretation. Just like a movie actor 
basing his performance on someone else character, it could be mirrored very well, but the 
appearance will deviate first of all because of different DNA, secondly because the character’s 
emotions and personality is inherited and developed since birth (including infinite combinations of 
positive and negative interactions, and other experiences), just trying to remember and duplicate 
everything that happened to oneself, which makes you what you are, is very  difficult, if not 
impossible. Thus, the properties of a resource (valuable, rare, imitable and non-substitutable) need 
to be seen in combination, one or two factor might not be enough for sustainable advantage, as it 
always should be imitable or non-substitutable, even though they  are, they still need to be valuable 
and rare, and so on (Barney, 1991, p. 111-112). 

When a firm tries to understand and duplicate its own resources it is called replication which is 
difficult, on the contrary, when a firm tries to duplicate competitors’ resources it  is called imitation 
which is even harder (Teece et  al., 1997, p. 525-526). Moreover, the concept of imitation and 
replication varies in depth, depending on factors that construct it, for instance, it  is more difficult  to 
duplicate a resource containing tacit knowledge, rather than simpler processes, products or 
technologies, on the other hand, these could be protected by  intellectual property rights (Teece et 
al., 1997, p. 525). Some scholars think that innovativeness within processes are more important than 
the innovativeness of products in the banking sector as the latter could easily be copied (Blomgren, 
2006, p. 141). This perspective along with the dynamic school gives further details of how 
resources are constructed and what attributes it is characterized by, which makes the question of 
best practice and best fit, that was discussed and presented in the section of competitive forces, 
more complex. This issue will be further analyzed and dealt with in a deregulated context in the 
following section.

As we can see the resource-based school gives additional insights on competition and strategy, in 
contrast to the competitive forces and the strategic conflict  school which “only” explained 
competitive advantage. The resource-based school advocates for sustained competitive advantage 
by taking both internal and external view on how firms successfully  can compete with  its focus on 
the construction of resources and its attributes. The logic of why these perspectives are brought up, 
could be explained as following: the competitive forces gives good insight and understanding of 
industry structure, especially as actors within the audit industry  has assumably been enjoying 
monopoly  rents, the strategic conflict school gives a solid base for understanding and analyzing 
competitors move and interaction, while the resource-based school gives understanding for the 
construction of resources within industries. As an extension to the resource-based school, there are 
scholars that have been focusing on more dynamical aspect of competition and argues that this is 
healthy to understand when the organization are facing rapid changes in its environment (Teece et 
al., 1997, p. 515). Indeed, these dynamical frameworks are more entrepreneurial, and challenges the 
configuration of firm capabilities and organizational structures in such a way that enables more 
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adaptive behavior. I will further elaborate on the dynamic school after a closer look on the 
relationship between internal and external resources in a deregulation context.

2.2.1 Internal vs. External Resources in Deregulated Context

Although some empirical results on the impact of deregulation already has been reviewed in this 
chapter, I will try to make it more explicit in this section. It will be done by focusing on firms 
resources that was examined in previous section. This section is structured according to the 
different dimension that a resource could characterize, i.e., physical, human and organizational 
resources.

One could assume that a shift from homogenous distribution of resources to a more heterogenous 
distribution of resources, which allows new sets of resources to be seized, would occur after 
deregulation of an industry that in turn also changes the prerequisite for maintaining customers. 
However, that was not the perception of the customers, two years before the deregulation of the 
audit industry in Sweden, which enabled 96 % of all companies the freedom to change or keep their 
auditor or do it themselves, as the majority preferred to keep their auditor after deregulation 
(Svanström, 2008, p. 287). Similar attitude was found by Gamble et al., (2009, p. 818) amongst 
Swedish consumers and their willingness to switch supplier, 10-20 years after the deregulation of 
the electricity-, landline telecom, and home insurance industry. In the Swedish taxicab industry 
within rural areas, out of four expectations: increased- supply, efficiency, large-scale enterprises, 
and new services, only one (new services) showed positive impact after deregulation although more 
than a decade had passed (Marell & Westin, 2002, p. 142).

Physical Resources
Another way to look at deregulatory effects is by examining firms assets, which is also one way to 
determine a firms position on the market (Teece et al., 1997, p. 521). In contrast to the unaffected 
markets in Sweden, a redistribution of share-holders wealth was observed after the deregulation of 
US electric utility industry: “firms with greater nuclear assets and higher earnings per dollar of 
assets prior the regulatory actions suffered greater negative abnormal returns than other firms in 
the sample...firms which were in a more competitive environment prior to regulatory changes had 
less negative abnormal returns” (Johnson et al., 1998, p. 287). It could be difficult to grasp the 
meaning of firms acting in a more competitive environment, however, Zhong et al. (2008, p. 258) 
who studied the financial effect of deregulation in the US broadcasting industry, found that focused 
firms gained more than diversified firms. Moreover, profitability  in terms of return of sales 
improved mainly because of increased market power due to industry concentration and a wave of 
merger and acquisition initiated by the deregulation.

Human- and Organizational Resources
As mentioned before, information technology has the power to effect the industry  in three ways 
(Porter & Millar, 1985, p. 155), one was the creation of competitive advantage. To acquire this 
power the organization would presumably need to have proper resource settings, one such thing 
could be human resources. For instance, previously it was common for executives to simply acquire 
information technology externally without any internal involvements, nowadays, that perception is 
changed as such capabilities are believed to spawn competitive advantage if engaged internally 
(Bagley, 2010, p. 635). Although this example is not within a deregulation context, it does give 
some indication of how resources can shift  in its importance. However, a pattern similar to this 
could be found within deregulated industries as well. For instance, a general pattern that follows 
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deregulation is that  more CEOs with marketing experience are hired, in contrast to the regulated 
period where, e.g., engineers was more attractive (Blomgren, 2006, p. 169). Having the right  human 
resources could help a firm to shape the market (Bagley, 2010, p. 639), or conversely  the external 
capabilities shapes the firm (Blomgren, 2006, p. 169). The difference between two resources, e.g., a 
strategic oriented manager who seeks opportunity vs. a lawyer seeking to minimize risks, could be 
more effective and sustainable combined rather than separated (Bragley, 2010, p. 632-635). The 
value of human resources depends much on the organizational setting in which they are employed 
(Teece et al., 1997, p. 520); therefore, they are difficult to separate.

Nevertheless, this paragraph will attempt to examine some effects on organizational resources. In 
the deregulated european telecom industry, research has shown that R&D spending of previously 
monopoly  firms decreased after deregulation, while marketing spending- and return increases 
(Blomgren, 2006, p. 156-157). “The innovation process is becoming more open, involving several 
more players than before”, which affects the interdependence between internal resources (former 
marketing, purchasing, R&D function) and external resources (Blomgren, 2006, p. 169). By 
engaging in collaboration and other partnership, which opens for learning abilities, can also help 
firms prevent strategic blindspots (Teece et al., 1997, p. 520). Mismanagement and underutilization 
of knowledge and information is regarded to constrain horizontal and vertical boundaries of an 
organization, and the source of these constrains are believed to be found in how the organization 
structure the hierarchy  and delegates decision-making responsibilities (Grant, 1996, p. 117-119). 
How to structure the organization, such as sufficient learning processes, is also an important 
management tool in changing the organization from within in order to meet new requirements of a 
deregulated industry  (Blomgren, 2006, p. 120-121). Thus, after deregulation “the biggest enemy for 
change could be within the organization” (Blomgren, 2006, p. 122), something that is also 
supported by Porter (1996, p. 75) from a strategic point of view. 

Concluding Remarks
I would like to conclude this section and the review of firm’s resources with some final remarks. It 
seems as if there is greater inertia in organizational and consumer response to deregulation contra 
financial markets. It could be because of the degree of asymmetric information; however, as the 
deregulation brings more heterogenous markets, it is still strange that customers do not change their 
attitudes as above research indicates. If it is the information that is not reaching the customers, the 
deregulation would still allow the opportunity  for others than incumbents to deliver that  information 
by seizing available resources. Furthermore, as the resource-based school tells us, the resources and 
its advantages are difficult to make sustainable if they are not valuable, rare, imitable and non-
substitutable. This in turn, could create a certain buffer which allows a firm to be less ‘anxious’ to 
act. Alternatively, it has been suggested that cultural differences, depending on country of origin, 
does play a role in how firms strategically changes (Teece, et al., 1997, p. 529).

If one could predict the future, the transition towards deregulated market would be easy to manage, 
as it enables a better preparation and organizational restructuring. This is, on the other hand, only 
possible to a certain degree by focusing on external scenarios that might occur, but are limited to 
also include internal factors (Blomgren, 2006, p. 90). The resource-based school gives implication 
to Porter & Millar’s (1985) activity concept, as it  assumes that activities and their linkages could 
painlessly be mapped, something that could appear to be half-true as the resource-based school, 
according to Barney (1991, p. 110), dictates that resources are very complex constructed and 
difficult to understand. The distinction between primary and secondary activities that Porter & 
Millar (1985) argues for, seems to be very important to bear in mind. For instance, it has been 
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observed that the impact of deregulation on industrial structure takes long time to detect (Blomgren, 
2006, p. 30; Ellonen, et  al., 2008, p. 355). On the other hand, it could be that the ‘primary 
activities’ are slower to change, or at least take longer time to detect contra secondary activities. 
Something that could potentially lead to a gap  on what is being observed and what is actually 
happening, depending on the perspective that is used and in what point of time. A parallel to 
secondary  activities could be Farjoun’s (2007, p. 202) argument of tactics. The tactics that firms use 
during deregulation could server as an indicator on which path or expected impact the organization 
eventually will have on a primary level. It is not uncommon that the value-chain will eventually be 
‘put up for grabs’, as the companies in a deregulated markets become more external oriented 
(Blomgren, 2006, p. 178).

2.2.2 The Dynamic School

The dynamic school treats the issue of managing costs that is involved with change, that is to say, 
once a position is taken it will be costly to change its position (Teece et al., 1997, p. 521). Thus, 
firms face the paradox of positioning and learning. With the exception of costs, there is also 
increased return that could be captured by adapting to the environment rather than positioning the 
firm on a pre-given path. For example, if company  A decides to serve customer A and B they might 
miss customer C who would fit  into their capacity. In other words, the dynamic school takes into 
consideration uncertainties which makes it difficult to determine a position early on because the 
rules of the game are revealed as the market evolves, which calls for flexibility (Teece et  al., 1997, 
p. 523). In order to provide the reader with an understanding of the dynamic school, some empirical 
results are given as well as an attempt to clarify  how the dynamic school differentiates from other 
strategic perspectives. The differences between (a) competitive forces and strategic conflict school, 
which emphasize market power and (b) the resource-based school and dynamic school, which 
emphasize efficiency are that a and b are substantial opposites of one another.

In a study of multiple firms and their supply chain as a critical strategic tool, Hult, Ketchen & 
Arrfelt (2007) tried to understand why  some firms outperformed others by examining cultural 
competitiveness and knowledge development as well as the ability  to cope with market turbulence. 
Their (p. 1046-1047) findings suggest that culture competitiveness and knowledge development are 
important to facilitate superior performance of the supply  chain. Culture competitiveness was most 
effective and consequently it should be prioritized and reinforced throughout the supply chain, 
however, knowledge development should not be neglected as it creates synergies that boost the 
competitiveness even more, and as a result learning is the link between them. When applying these 
factors to market  turbulence, knowledge development is believed to be more appropriate when 
market turbulence is strong, whereas culture competitiveness performs better when market 
turbulence is weak.

Knowledge development or learning could also be done by  doing, as suggested by Balasubramanian 
& Lee (2008), which they also regard to be a contributing factor to organizational innovativeness. 
However, in their study they  (p. 1031) use firm age and size to determine whether innovation 
quality improves or deteriorates and concludes that the technical quality of innovation decreases 
with firm age, and more rapidly so, early in the firm’s existence. This rapid decrease is also true for 
firm size and in technologically very active areas (measured by patent intensity  and areas where 
university research and patenting are very active). Surprisingly, they also found that  learning-by-
doing, which is an experience curve, causes costs to increase, and hence, be a key factor that 
explains the decrease of innovation quality. The authors suggest that, because the experience early 
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in firm’s existence, which reduces the advantage of the incumbents by the increasing costs, enables 
competition and leaves younger firms to be responsible for technical innovation quality. 
(Balasubramanian & Lee, 2008, p. 1043-1044) It  is more apparent that new firms are the innovators 
and rule setters after deregulation in the airline industry (Blomgren, 2006, p. 185).

This reasoning gives new aspect to Porter’s (1979, p. 139) argument about the experience curve 
which enables the unit costs for both manufacturing industries and in some service industries to 
decline and therefore could act as barrier for entry. The experience curve was first introduced in 
1920s but  was ignored by economists due to its implication, such as the result from 
Balasubramanian & Lee (2008), for contemporary theories that was equilibrium seeking (Rumelt et 
al., 1991, p. 11). Dynamic theories on the other hand are disequilibrium seeking that sees the market 
development as an ongoing process (Hunt, 2002, p. 277). In the research by Balasubramanian & 
Lee (2008), it seems as if barriers of entry  declines as older firms does not take innovation 
responsibilities. However, this research together with Porter (1987) neglects the possibility  of Hult 
et al., (2007) argument that it is not the question of whether one firm competes with another firm, 
rather it seems as if the competition is between the firms supply chains. If the competition is 
between supply chains, the observations on specific firms could then be perceived as irrelevant. It is 
important to mention that the study by Balasubramanian & Lee (2008) covers many firms (490) but 
various industries which, although increase the generalizability, limits its applicability  for this 
research but could be used as an indicator for understanding how the innovativeness of firms within 
the audit industry might change after deregulation.

I continue with two more empirical results followed with a short analysis. Thomas & D’Aveni 
(2009, p. 415-416) observed that firms had changed the way of doing strategy in their longitudinal 
study stretching over five decades in the US automobile industry. The results showed that the 
volatility of short-term profits and long-term performance had significantly increased and that  the 
shifting behavior spoke for a growing trend towards a more dynamic form of competition (see 
Figure 4 on next page). Similarly, Helper, MacDuffie, & Sabel (2000, p. 443-445) argues that  the 
standard theory of the firm, as a result  from increased volatility, have limited application and 
observes that the automobile industry have an increasing trend of vertical collaboration even though 
vertical integration has been declining, and is explained to have the purpose for firms to jointly 
improve their products without a clear need of property  rights. Although the collaboration is less 
formal, they  are more structured than informal groups. The authors used the word pragmatic 
mechanism to describe the phenomenon where firms are operating in a more uncertain environment 
than classical theory admits and consequently takes part in learning processes where ambiguity  is 
revealed and synthesized. 

The key, it seems, is the difficulty  to pre-outlay all issues for a certain assignment into a contract, 
which in turn requires an increased responsibility and alertness for the involved participants. In 
terms of asset ownership, the relationship  seems to be “high ownership  equals high power and static 
maneuvering”, contra “low ownership equals low power and dynamic maneuvering”, both of which 
includes different kind of threats and risks. The threat and risk of owning many assets in wrong time 
can give negative competitive effects such as the research on deregulation by  Johnson et al., (1998) 
and Zhong et al., (2008) which was explained in the previous section. Not owning the assets on the 
other hand, one could assume that it involves threats and risks that might arise by increased 
interdependence and interaction between firms as explained by Bengtsson (1994) in the section of 
strategic conflict school.
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Figure 4. The growing trend towards dynamic competition (Thomas & D’Aveni, 2009, p. 399).

Although the dynamic school is a modernization of the resource-based school, it is more concerned 
with how knowledge and information can become useful as a way to manage the growing 
enlightenment of uncertainty involved in organizational environment (Grant, 1996, p. 110; Teece et 
al., 1997, p. 523; Teece, 2007, p. 1323; Thomas & D’Aveni, 2009, p. 391). It seems as if the 
dynamic perspective on strategy tries to take into consideration a much broader view of the 
environment that is circulating the firm in order to capture greater opportunities as well as minimize 
threats (Van de Ven, 2005, p. 370; Cacciatori & Jacobides, 2005, p. 1874). The only circumstance a 
firm could rely on only  few factors and perceive the market as being stable, tends to be those who is 
operating in environments that have oligopolistic characteristics (Teece et al., 1997, p. 511). The 
purpose of such a situation is to cope with competition at an industry level, while the dynamic 
capability perspective provides with the tools to understand how firms can shape competition 
(Teece, 2007, p. 1344) by looking within the firm (Teece et al., 1997, p. 511). The other strategic 
perspectives lacks to underpin the understanding of "opportunities and constraints imposed by 
processes, positions, and paths" (Teece et al., 1997, p. 524). Dynamic capabilities enable firms to 
better sense, seize and manage threats (Teece, 2007, p. 1342). In order to better grasp opportunities, 
improve quality, improve performance outcomes and reduce failures of doing business, the 
organization must overlook how their decisions are being made, and leave behind the isolated way 
of doing it. One purpose of involving employees and functions of an organization in learning 
processes is to induce a sense of meaning before facing a radical change (Blomgren, 2006, p. 121). 
The internal organization needs to be properly organized in order to fit its environment (Porter, 
1996; Petraf & Reed, 2007) and to meet changing needs, i.e., managing potential threats by 
improving transitory abilities, which requires the hierarchy to be reduced and decentralized in order 
to overcome the inertia between organizations, its markets, its customers and new innovation 
(Teece, 2007, p. 1336); 
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“Enterprises with good dynamic capabilities will have entrepreneurial management that is strategic 
in nature and achieves the value-enhancing orchestration of assets inside, between, and amongst 
enterprises and other institutions within the business ecosystem.” (Teece, 2007, p. 1344)

According to Mintzberg & Westley (2001, p. 91) there are three ways of making decisions based on 
thinking first, seeing first, or doing first. The first category means to plan as far as possible in 
scientific manner and based on facts, while the latter two means more intuitive problem-solving, 
based on ideas and experience, visioning and learning, etc. These (p. 93) types of decision-making 
are more suitable depending on the context  the firm is in. If the context is structured, clear, and 
posses reliable facts, ‘thinking first’ is appropriate to use. On the other hand, if the context needs 
communication across boundaries, combination of many perspectives for creative solutions, and 
commitment to that, the ‘seeing first’ approach is appropriate. Finally, when the situation is 
unknown, confusing, and complicated, ‘doing first’ is suitable. Thinking first seems to have a 
connection to Porter’s (1979) five forces framework, whereas seeing first and doing first seems to 
be related to learning- and experience curve. There is a long list with scholars that are exploring 
alternatives for decision-making, for instance Snowden & Boon (2007, p. 67) provide with an 
interesting framework on how to manage and detect situations that are simple (known, known), 
complicated (known, unknown), complex (unknown, unknown) and chaotic (unknowables).

2.3 Organizational Innovativeness

The literature on innovation is very fragmented and studied at many  levels – by scholars from 
different disciplines (Fagerberg, 2003, p. 13-14). There exist  no clear definition of what innovation 
and its attributes are, furthermore, it varies tremendously across industries and firms (Wofle, 1994, 
p. 419-420). It seems as if everything that is newly created could be regarded as innovation, but 
there are ambitions amongst scholars to integrate the subject and make it more generalizable. This 
section will review some of its key concepts.

Creative destruction was coined by Schumpeter in the beginning of the 1900’s as a way  to describe 
how and why  structural changes within industries- and firms occurs, this has however, most often 
been studied through technology utilization rather than cause of deregulation (Blomgren, 2006, p. 
17, 19). “From a business perspective, deregulation has the same kind of effect on an industry as 
new technology. It makes the previously impossible possible, It is virgin territory for new ideas for 
the smart player. Every break, whether the result of technology or deregulation, creates new 
strategies and new players” (Normann, 2001, p. 75, cited in Blomgren, 2006, p. 21).

In order to make a proper innovation study, Wolfe (1994, p. 422) identifies five aspects of 
innovation study that needs to be processed and clarified. These are: (1) to choose an appropriate 
research stream; (2) have a clear definition on targeted innovation stage; (3) clarify the innovation 
attributes; (4) understand organizational types; and (5) use heterogeneous research perspective. 
Henceforth, these shall be further explained.

2.3.1 Research Streams and Innovation Attributes

According to Wolfe (1994, p. 407) innovation studies can be divided into three broad categories 
which are diffusion of innovation, organizational innovation, and process theory. Although they  are 
overlapping, the first concerns how innovation spreads amongst organizations over time and space, 
while the second addresses firm specific structure that lead to certain adoption of innovativeness, 
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the third and final category puts emphasis on the innovation process within organizations. The focus 
of this research will be organizational innovativeness, however, because of the overlapping nature 
the other two categories can not be avoided, especially  if it should follow the strategy framework 
described in previous sections.

When doing innovation studies it  is important  to establish two variables, one being independent and 
the other one being dependent (Wolfe, 1994, p. 413). This research has strategy  and organization as 
independent variable and unit of analysis while innovation will act as the dependent variable. 
Although innovation characteristic could be divided into two broad and generic parts (Wolfe, 1994, 
p. 415), which will be described later on, it is critical to specify  the detailed attributes of the 
innovation, firstly because it serves as a good starting point, secondly because it  could contribute 
much to the generalizability of the study (Wolfe, 1994, p. 418, 419).

2.3.2 Innovation Stage and Organization type

There is a difference between invention and innovation, were the former is the first occurrence of an 
idea and can be carried out anywhere, whereas innovation has a more formal and systematic 
approach taking place within organizations (Fagerberg, 2003, p. 3), and at the end of the innovation 
spectrum lays commercialization (Crossan & Apaydin, 2010, p. 1174). Wolfe (1994, p. 410) 
identifies ten innovation stages. However, all could be divided into two general parts, which are 
adaption and implementation (Wolfe, 1994, p. 417). The former includes the first half of the 
identified innovation stages which develops the innovation from scratch, whereas the latter includes 
more finalization characteristics of the innovation stages.
  
When the innovation is simple, an organization follows a predictable sequence of innovation stages, 
on the other hand, if the innovation is complex the innovation stages can be characterized by 
chaotic and unpredictable sequences (Wolfe, 1994, p. 411). As with the broad strategy  discipline, 
innovation too can be divided into internal and external orientation. Innovation could be market and 
external oriented, or R&D and internal oriented (Crossan & Apaydin, 2010, p. 1165). Adaption to 
external source emphasizes simple innovation and predictable sequence of innovation stage, 
whereas developing the innovation internally emphasize complex innovation stage that is non-linear 
and chaotic (Wolfe, 1994, p. 411). To manage the different types of innovation-stage sequences 
require different organizational efforts. If the organization is complex (measured by degree of 
special knowledge available in the organization) it has better chance to master both simple and 
complex innovation type, conversely, if the organization is centralized (determined by  authority and 
decision-making settings) only  simple innovation has resulted into a positive correlation 
(Damanpour, 1988, p. 550-551; Wolfe, 1994, p. 414).

In the strategy  literature presented in previous sections, the competitive forces were externally 
oriented emphasizing stability, and the dynamic school internally oriented emphasizing the 
importance of capabilities tailored to grasp  opportunities that emerge as the market evolves. It also 
has a connection to how the firm is making their decisions such as the framework provided by 
Mintzberg & Westley (2001).

2.3.3 Conceptualization of Innovative Outcomes

According to Wolfe (1994, p. 421) it is preferable for an innovation research to have different 
theoretical perspectives in order to better explain different aspects of phenomenon and give 
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additional breath to research results. For instance what type organization are more likely to be early- 
respectively late adopter? A question which could be explained by theory of the firm that  is more 
rational in nature such as the competitive forces, or emergent such as the dynamic school. 
According to Crossan & Apaydin (2010, p. 1169), these explaining factors are also called 
determinants of innovation. The determinants of innovation in this study  would thus be the 
competitive forces, conflict school, resource-based school, and dynamic school. This broad 
approach led to the critique of some presented results on innovation such as the one by 
Balasubramanian & Lee (2008) for their isolated view on firms innovativeness that might have 
disregarded other factors which could be external to the firm. Their study focused on technical 
innovation, however, there is also administrative innovation on a general level, this duality of 
innovation could also be referred to radical-incremental innovation (Wolfe, 1994, p. 418). 

Research in the U.S commercial banking sector, stretching over a decade after deregulation, has 
shown that the introduction of product innovation, where patenting is most often included, is first 
prioritized over process innovation, but that the latter comes secondly (Damanpour & 
Gopalakrishnan, 2001, p. 59). The duality between product and process innovation is interpreted to 
be interdependent, i.e., that one could enhance the value of the other (goes in both directions), and 
that firms that “activates” both gets improved performance and competitiveness (Damanpour & 
Gopalakrishnan, 2001, p. 61). This is also supported by  results from similar research conducted on 
the public hospital service industry in Spain (Naranjo-Gi, 2009, p. 817), worth mentioning is that 
this research and the one by  Damanour & Gopalakrishnan (2001) are based on surveys aimed at top 
executives. However, the duality  also refers to high technical innovation and low (administrative) 
technical innovation, or radical and incremental innovation that originates based on internal and 
external factors (Damanpour & Gopalakrishnan, 2001, p. 60-61; Naranjo-Gi, 2009, p. 817). It  is 
apparent that the dichotomy  of innovation type is closely related to organizational and strategy type. 
One could assume that an external position taken by a firm is led by internal learning, and that 
internal learning would eventually lead to an external position, if not, the learning process would be 
useless and no rents would be taken for the invested efforts, however, it becomes more problematic 
to know what balance between them that will give higher return of rents. 

From the review of strategy literature, the dichotomy of positioning-learning could be compared to 
best fit described by Porter (1996), or learning-positioning according to hypercompetition described 
with example by  research from Thomas & D’Aveni (2009). It seems as if firms relative advantage 
will have to serve someone else relative “disadvantage” in the the duality  of positioning and 
learning or technical and administrative innovation in the general construction of product/service 
that is offered on the market, that is if the market is characterized by heterogeneity and immobility 
of resources. According to the resource-based school, firms could only  have competitive advantages 
that are sustainable if the endogenous resources are valuable, rare, imitable and non-substitutable. 
This could be an explaining factor for the existence of supply chain’s, and that its success is 
determined by how firms manage the duality of culture competitiveness and knowledge 
development as previously explained in the section of dynamic school with research by  Hult et al. 
(2007). Moreover, if this resource is more developed in another industry that is perhaps similar, e.g., 
information intensive, those advantages could serve the industry with disadvantages, thus in 
accordance to Porter & Millar (1985, p. 157), not only intra-industry dependency  exists, but also 
inter-industry dependency. 

Van de Ven (2005, p. 373) suggests that first movers of technology innovation most often run in 
packs in order to get optimal benefit and that going alone creates a first-mover disadvantage, 
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especially if the firm is within a knowledge-intensive service economy. One disadvantage for firms 
by being first  in introducing new technology innovation is that the benefits from that introduction 
could get transmitted to followers (Van de Ven, 2005, p. 371). In other words it could be assumed 
that the phenomenon of running in packs are created when the innovation is new and external 
oriented that induces unproblematic imitation. The problem is that firms do not fulfill the legitimacy 
of internal and external resources to go alone. Even though there has been some success with 
multinational corporation that individually stands strong on these factors, Suarez & Lanzolla (2005, 
p. 121) argues that other counterparts have failed, thus they  provide with a possible and interesting 
explanation for what it could be relied upon.

According to Suarez & Lanzolla (2005, p. 125-127), the likelihood to gain first mover advantage is 
dependent on the pace of technology- and market  evolution which could either be fast, slow or 
combined. When both are slow the innovator can safely develop the introduced innovation without 
any major disruptions. However, when the pace of either market or technology innovation is fast  the 
available resources, capabilities and legitimacy  becomes highly critical because the market  will face 
pressure from entrants, which will make it difficult for the innovator to sustain a long-term success. 
When the market leads and technology follows, it is easier for long-term success, but will require 
large-scale marketing, distribution and production capacity. However, when the technology leads 
and market follows, although long-term success is difficult, short-term success is possible through 
strong R&D and continuous product development and access to deep pockets.

In order to grasp this explanation a parallel could be drawn against the strategy  literature, where the 
dimension of speed could be compared to the stability in competitive forces or uncertainty in the 
dynamic school, where the former could be suitable for the period of regulation, whereas the latter 
for post  deregulation. Few empirical results presented in this chapter have indicated that 
organizations are shifting from technical oriented innovation in periods of regulation towards non-
technical oriented innovation in post deregulation era. This, in turn, could mean that the 
organization is becoming more risk averse and focuses more on market-leading innovation. When 
the organization, however, wants to develop technology-leading innovation, alliances or to ‘run in 
packs’ could be appropriate if the firm wants to reduce the risk of failure by  being the first-mover, 
especially under deregulation with higher uncertainty included.

2.4 Summary 

To end this chapter, I have constructed a summary on the issues that  have been reviewed, see Table 
1 on next page. It includes three concepts: theory of the firm, organizational innovativeness, and 
post deregulation. The summary  originates from the different schools and their respective view on 
strategy and competition. The three mentioned concepts are then broken into each perspective, 
following the review brought up in this chapter. The figure is best understood if read both vertically 
and horizontally. There are many links between the concepts that are yet to be identified. The 
summary  in the table will be used as a basis for the empirical investigation. The methodology  for 
conducting this empirical investigation is discussed in next chapter. 
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Table 1. Summary of Theory Chapter.

Market PowerMarket Power EfficiencyEfficiency
Competitive Forces Conflict School Resource-Based School Dynamic School

Theory of FirmsTheory of FirmsTheory of FirmsTheory of Firms

- Industry structure, 
positions

- Stability
- Equilibrium seeking
- Positioning-learning
- Exogenous & isolated view
- Deep pockets
- Cross-sectional

- Interaction between 
competitors

- Game theory
- Value creation (co-

opetition)
- paths
- Exogenous & open view
- Longitudinal

- Resource structure
- Homogeneous & 

mobile distributed 
resources

- Endogenous & 
exogenous view

- Processes, positions, 
paths

- Uncertainty
- Disequilibrium seeking
- Learning-positioning
- Endogenous & open 

view
- Longitudinal

Organizational InnovativenessOrganizational InnovativenessOrganizational InnovativenessOrganizational Innovativeness

- Simple innovation stage
- Product-process 

introduction

- Running in packs - Inter-industry 
dependency

- Complex innovation 
stage*

- Process-product 
introduction

Post Deregulation † Post Deregulation † Post Deregulation † Post Deregulation † 

- R&D & internal 
orientation - Market & 
external orientation

- Diversification - focus
- Technology leading 

innovation - market 
leading innovation

- Conservation of old 
interactions

- Establishment of new 
interactions

- Heterogeneous & 
immobile distributed 
resources

- Inter-industry 
dependency

- Market & external 
orientation - R&D & 
internal orientation

- Focus - diversification
- Market leading 

innovation - technology 
leading innovation

* Simplified: Dynamic School or complex organizational structure is better on managing both complex and simple 
innovations (Damanpour, 1988, p. 550-551).
† Showing hypothesized change of direction after deregulation for firms within different schools, the competitive forces 
has simple innovation stage and at the same time “R&D & internal orientation” which is contradictory in theory, 
however, possible due to laws that restricts entry barriers or by other monopoly measures.
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3. Methodological Point of Departure
________________________________________________________________________
This chapter presents the methodology that was used for conducting this research, it consists of 
both theoretical and practical dimensions covering scientific issues on how to approach the subject 
and to create new knowledge. Furthermore, this chapter explains how the quality of produced 
knowledge were measured.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

3.1 Research Philosophy

The selected subject for this thesis raises some methodological challenges that need to be carefully 
reviewed. After reviewing previous research done by other scholars in similar subject, two 
important issues and assumptions emerged. In addition, a third assumption derived from the nature 
of the research question, thus the starting point for the discussion in this section is the following 
issues: (1) the effect of deregulation could take long time to detect; (2) the durability of the effect 
from deregulation could depend on whether or not the observation is done on a ‘primary’ or a 
‘secondary’ level; and (3) the research question has a two dimensional time aspect that is 
interconnected between past and present.

These issues and assumptions will determine the choice of ontological and epistemological 
philosophies that exist for producing scientific knowledge. Ontology deals with the question of how 
the nature of reality is perceived, which could either be objective or subjective (Saunders, Lewis, & 
Thornhill, 2009, p. 110). Epistemology on the other hand, is concerned with how acceptable 
knowledge within a field could be established; either by positivistic and objective approach that 
follows natural scientific principals of numbers, or by a interpretive and subjective approach 
following the principal of knowledge produced through narratives (Saunders et al., 2009, p. 113).

Although the methodology for this thesis will probably include a mix of alternative perspectives, 
and regardless of which approach that is taken – knowledge could always be produced, the question 
is rather what type of knowledge the researcher is more interested in producing. First, this thesis 
seeks to avoid the issue of effects that could only  be detected after longer period of time (issue 1). 
Secondly, as the deregulation has just recently been put into place, another assumption that arise is 
that the effects has not yet evoked a permanent condition for the industry, thus a secondary level is 
more suitable to investigate rather than primary  level (issue 2). Finally, as the effects is assumed not 
to have become a permanent state for the industry; the complexity of existing time dimension 
between past and present would be easier to capture socially  through interpretations and narratives 
(issue 3).

According to Van de Ven & Poole (2005, p. 1387), an ontology  that views the world as subjective, 
consisting of emergent flux, and an epistemology that establish knowledge through studying the 
narratives of processes, are well suited for the outlined assumptions and to fulfill the knowledge 
that I seek to produce. To make it more clear, the ontological philosophy that was chosen for this 
thesis included a worldview that is socially constructed and an epistemology philosophy  that 
produces acceptable knowledge through subjective interpretations and narratives. Moreover, to 
clarify the reason for this choice, the argument was following three assumptions that restricts an 
outcome for a desirable understanding, caused by  the early phase of deregulation that was supported 
by the review of previous research, which contributed with modest- patterns, understanding and 
results.
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However, the outlined choices are only  represented in its extremes, while the epistemology choice 
may remain so2, the ontology  worldview will include aspects of objectivity. This approach is 
necessary  in order to capture the complexity involved in the studied phenomenon. The objectivity 
that was included could easiest be described by the known sequence of events, stages or cycles of 
change (Van de Ven & Poole, 2005, p. 1389) that the audit-industry has undergone. For instance, the 
date when the deregulation was introduced are known. 

3.2 Research Approach

The chosen research philosophy has the capability  to include a mixture of both inductive and 
deductive approach (Van de Ven & Poole, 2005, p. 1384). A pure deductive approach would imply 
that theory is tested in reality, whereas a pure inductive approach would imply that theory is 
developed through observation in reality  (Saunders et al., 2009, p. 124). The two approaches are in 
general difficult to separate (Saunders et al., 2009, p. 490; Eisenhardt & Graebner, 2007, p. 25). 

However, in previous chapter a theoretical framework was developed as a way to support the 
empirical observation. Moreover, the approach must support the achievement of research purpose, 
which was to have both theoretical and practical contribution. On one hand, the theoretical 
framework will first need to be confirmed and supported with evidence to see how it applies for the 
specific industry that is targeted. On the other hand, the theoretical framework will need to be 
adjusted with additional information that is collected in the empirical observation. 

Thus, the thesis will as far as possible be deductive in either confirming or falsifying the 
hypothesized understanding from last chapter. Whereas the inductive approach is used in order to 
assure that the remaining path in achieving the research purpose is fulfilled. Other advantages for 
using deductive approach are that relationships between variables can be explained (Saunders, et 
al., 2009, p. 125). Additional arguments for the reason of including elements of inductive approach 
are provided in the following section which describes the problem with identifying the research 
context.

3.3 Unit of Analysis

Several methodological problems exist for this thesis and the unit of analysis in particular. One 
reason is because of the unknown nature of the chosen subject of this thesis, another reason is the 
unfamiliarity  with industry practice and low availability of previous research within this field. 
Therefore, there is a need to collect additional data in order to get  insights into the industry and 
understanding of potential and relevant variables that could be used for the study of firms 
innovativeness. 

A short discussion with an industry member was needed in order to construct an initial research 
design. After this discussion, an interesting issue or potential contextual target seemed to be the 
tension between auditors and accounting-consultants. While the auditors have been negatively 
affected by the deregulation, the accounting-consultants on the other hand have been positively 
affected by the deregulation.
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Before the deregulation, all listed companies (companies that possess stocks) and their balance 
sheets were required by law to go through an auditor in order to be approved, thus the auditors had 
the final word and role as “gate-keepers”. In this process, the consultants could do all the “pre-
work”, including gathering of accounting data, bookkeeping etc. Even the full details of this process 
are unknown. 

However, auditors and accounting-consultants have for long collaborated, i.e., the accounting-
consultants has done the pre-work and then send the material to the auditors, which works for 
another company, for finalization of the process. After deregulation however, the role of auditors are 
no longer mandatory for all small- and medium sized firms. This implies that the accounting-
consultants can do all the work from the beginning of the process to the end, that is if the client does 
not want to pay additional cost for the auditor. See Figure 5 below for illustration:

Figure 5. The preliminary audit process and research context (the illustration is based on my perceived understanding 
by a preliminary discussion with one industry member working as an accounting-consultant).

3.4 Research Design

In order to make a trustworthy  investigation the context that this research was targeting needed 
further identification. When the boundaries between the phenomenon and contextual target is not 
clear, a case-study approach is appropriate to take (Yin, 1993, p. 59). The first agreement for 
interview participation was made through an acquaintance working as accounting-consultant, three 
additional companies were also given through reference. In total four companies were initially 
available for interviews, two large companies working as auditors and two smaller ones working as 
accounting-consultants (a more detailed description are given in later section). This type of sample, 
which is called a snowball sample gave the opportunity to identify relevant research context. 

A snowball sample and the small number of case studies that was included could imply that the 
research has a low level of representation. However, case studies bring other opportunities to the 
table (Saunders et al., 2009, p. 236). Case studies could be used to increase the reliability and 
construct validity of the research (Yin, 1993, p. 70) by its exploratory purpose to find justification 
for recent depicted theoretical framework, summarized in Table 1 (see the end of Chapter 2). 
Although the sample was non-probability  based, using multiple case studies increases the likelihood 
for replicating research results (Yin, 1993, p. 34). More importantly, multiple case studies provides 
with “broader exploration of research questions and theoretical elaboration”, and takes into 
consideration emergent theories (Eisenhardt & Graebner, 2007, p. 27). 

Indeed, a case study approach could be used as a better source of evidence than pure arguments for 
the conceptualization of innovative outcomes. That is to say, the relationships between variables 
and their cause and effects could be illustrated with evidence from field study  that better convince 
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the reader (Siggelkow, 2007, p. 22), and of course the author. Moreover, by  engaging in case study 
and using snowball sample provides with an improved approach for negotiating access to the 
industry, where additional references was personally negotiated for in a face-to-face manner. 

3.5 Data Collection

In order to meet the two-fold objectives, discussed in previous section, the interview guide was 
semi-structured and open-ended so that emergent  phenomenon, not thought of before, could be 
captured. The likelihood of emergent topics or additional variables was regarded to be high because 
of the lack of knowledge within the audit-industry, especially  in post-deregulation era. Most 
theories covered in this thesis are applied for other industries, contexts, and problems, and certainly 
not the audit-industry. This tendency might  imply an undesired impact on the outlined hypotheses 
that until now has been made. 

The first interview increased the quality of the second interview, and so on. Although it is difficult 
to say, the richness of collected data was probably also improved after the first interviews. The 
time-frame for each empirical investigation could not be fully predicted, however, it  was estimated 
to last for 30-40 minutes. This estimation was important to have in mind with the first contact, after 
the first interview was conducted this estimation was improved. Regarding how many interviews 
that was needed, Kvale (1996, p. 102) suggests that it should be as many as necessary  in order to 
accomplish the research purpose and to fulfill what the researcher needs to know.

Moreover, because this thesis treats several and different layers of concepts (competition, strategy, 
innovation, deregulation), these concepts was expected to receive varied satisfaction of response 
which put emphasize to find additional sources of evidence. Such sources could be documents, 
archival data, or my own observation (Eisenhardt & Graebner, 2007, p. 28), or suggestions of other 
data sources that could emerge from discussions with respondents. Thus the preliminary interviews 
was designed to keep the data collection process open with the intention to create triangulation 
(Yin, 1993, p. 69). Moreover, the emerging aspect of the interviews were also to attain insights into 
the issue of who the relevant persons to interview are. 

The auditors or the accounting-consultants may not  necessarily be the right target for a study  that 
seeks to explain how the innovativeness change after the deregulation (research question 1) or how 
the state of innovation currently  is (research question 2). The first research question that this thesis 
address was also a strong argument for using case study  as it seeks to answer the question of “how”, 
such questions were also assumed to contain attributes of theoretical underpinnings (Eisenhardt & 
Graebner, 2007, p. 26-27) and thus a theoretical answer. However, the interview guide was 
following the issues and concepts presented in Table 1 from the summary of Chapter 2.

3.6 Interview Guide

The interview was structured to be carried out on a one-to-one basis using a tape recorder. 
Anonymity  was offered to the respondents and its organization. The study  used a cross-sectional 
approach suitable for both research questions, however, the first  research question needed to also 
include aspects of an longitudinal approach as it looks at changes over a period of time (Saunders et 
al., 2009, p. 155). This was also in line with the ontological and epistemological discussion stated in 
the first section of this chapter. In essence, the interview guide treated strategy, innovation and 
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deregulation. Because the theoretical framework for strategy covered several perspectives, the case 
study needed to cover several perspectives as well. 

As mentioned in previous chapter, the perspective of competitive forces was used in order to 
understand the industry structure, the strategic conflict  school for analyzing the moves and 
interaction between competitors, the resource-based school for understanding firms resources, and 
finally, the dynamic school for understanding firms processes and existing capabilities. Although 
they  overlap, the first perspective: competitive forces, also included a foundation for sub-
perspectives, such as, the firm’s buyers, suppliers, new entrants etc.. Taking this into consideration 
will give a broad picture of the phenomenon. Using a broad and rivaling theoretical foundation 
increases the generalizability of the study, increase the quality and avoids bias (Yin, 1993, p. 73, 
112). 

The part of the interview guide covering innovation included more questions that  were open 
because of higher ambiguity within that field. Similarly, the deregulation part was kept open and 
short as it is more overlapping with the strategy and competition theme. The interview guide 
included questions that covers several themes. The open nature of the interview guide has the 
potential to provide with dynamic interview-interaction which is assumed to be good for the 
conversation and likelihood for increased richness of expression from the interviewees (Kvale, 
1996, p. 130). Although the interaction might be improved, a security for meeting the research 
objectives is important as well, thus the interviewer must have a clear distinction between questions 
being asked and research questions that it seeks to answer (Kvale, 1996, 132). 

The concepts that was used to answer the research questions might not be understood as good by 
the respondent compared to the researcher, thus, the need for hints or operationalized questions that 
leads the respondent to fulfill the interview purpose and answer the main research questions was 
perceived to be necessary (see Appendix 1). Kvale (1996, p. 128) also suggests that the researcher 
should frame the interview before it  starts, such as providing the respondent with the situation for 
the subject. Moreover, it was also perceived to be important to open up for additional feedback after 
the interview was done on subjects that the respondent would find interesting to know and for the 
researcher to get additional insights after turning of the tape recorder.

3.7 The Construction of Theoretical Framework

The interest for the chosen subject first begun with the notion that the audit-industry  needed some 
improvements through the experience of some outsourced services for a student project that I was 
managing. However, this interest increased even further when I saw an application on my iPhone 
which enabled scanning as a payment solution. The nail in the coffin was when I received the 
information that the audit-industry was on the way to undergo deregulation. The first step in 
investigating the research potential was to read magazines related to the audit-industry.

The main magazine that was used in order to get an initial understanding of the subject is called 
“Balans” which is published by  FAR (Institute for the Accounting Profession). After reading the 
archived magazines stored in the university  library, I started to get an overview picture of what was 
going on. With this understanding in mind I started to search for suitable theories that could help to 
explain the phenomenon. The search was mainly  done through the university library and its 
accessible databases. The most frequently used database was Business Source Premier, another 
approach was also to search for course-books and doctoral dissertations that could be useful. 
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Interesting articles were also found in the respective reference-list. The ambition was to, as far as 
possible, include peer-reviewed articles or highly accepted books that is widely  used within the 
academic and scientific field. 

During the construction of the theoretical framework, modest observation was conducted. For 
example, few observations and questions were asked to members from another industry (student 
union) that recently  underwent deregulation which provided with some insights on how behavior 
was changing. This was made alongside the student project  that I mentioned in the beginning of this 
section. Moreover, few questions were also asked towards a member of the audit-industry  before 
the theoretical framework was finished in order to test its applicability  and strength. Minor Internet-
based research was done, where new services introduced by banks were found, such as new 
payment-systems that  seemed to be interesting but nothing that could yet be connected to the 
research question, before the real data collection and interviews had begun. However, this brief 
monitoring might have improved the understanding of some reviewed literature such as the one by 
Porter & Millar (1985) regarding inter-industry dependency described in section 2.1, section 2.3.3, 
and the section of resource based school.

3.8 Interview Approach

All interviews were done by visiting the firm, either in the interviewee’s office or in the conference 
room. Before the interview started I informed the interviewee about the topic, offered anonymity 
and that the thesis will be written in English but that the interview would be in Swedish. My laptop 
was used to follow the interview guide. The reason for using the Swedish language was so that the 
interviewee could feel comfortable in providing with rich answers. Moreover, the industry consist 
of words and terms that could be difficult to translate for the respondent as they do not use them in 
English at a daily  manner. This approach would of course make it easier for me as well, as I lack 
knowledge of “technical” words used in the audit-industry in English but also in general (Swedish), 
which forced me to hedge in the beginning.

By hedging I mean to express a question which for me included uncertainty  regarding what the 
right technical word to use was and instead used words to go around this technicality. More 
specifically, the questions were open in nature as previously described within this chapter. Only 
after I became familiar with the technical words I started to use them more frequently as the 
interviews progressed over time.

The tone of voice during the interview was in the beginning to make the interviewee appear to 
educate me in their business. This meant  that less control was used and that the interviewee could 
openly  discuss the question. Although this had an impact in terms of a more demanding 
transcription and filtering of information, it was perceived to be important in order to get familiar 
with how they think and what words and subjects they feel comfortable to discuss about was. Due 
to the overlapping nature of the concepts follow-up  questions could be made in order to confirm 
what has being said in relationship to the concepts. A manual for using different kind of questions 
during the interview by  Kvale (1996, p. 133-135) was studied and used in between the interviews in 
order to improve the data gathering for the next interview.

As I got  more familiar with the industry after each interview, my  self-esteem grew which maid it 
possible for increased control and improved following-up questions including following up  what 
other interviewees had previously said, thus the interviewees complemented and confirmed each 
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other. Complementing and confirming each other could be referred to the triangulation purpose 
described earlier in this chapter which tied together the puzzle pieces collected from each 
respondent. Areas where I had enough knowledge could be skipped and the areas where I had less 
knowledge could be further developed as the interviews’ progressed.

The snowball sample was ignited through one consultant (Consultant 1) that I knew from before 
which provided me with additionally  four references. Two of the four references received from the 
first source (auditor 1 and auditor 2, see Table 2 below) was used for collecting data and a third 
(alias Auditor 0) for acquiring additionally  four references in which two was used (Consultant 2 and 
Consultant 3). Finally, the latter two provided with additional references but only one was used 
(Auditor 3) provided by Consultant 3. Detailed background information of each respondent can be 
found in the next chapter in which the results are presented. 

Although I had several alternatives for data points, as the snowball method developed, I understood 
that it would be more attractive to have owners of the firm as respondents only  in the end as I 
perceived their answers to be more rich. There was also a deliberately choice to “break out” of the 
first circle of network in order to avoid “one-way” thinking which a group of acquaintances could 
consist of. I made a phone call to all references I received the same day  around afternoon, and 
managed to book an interview in days of the coming week. The majority  of the interviewees’ had a 
lot of work to do, however, only  one wanted to have the interview after a month. In total I had 11 
alternatives of references (without asking some of the later interviewees’ for additional references). 

Except references, some of the interviewees’ also provided with additional material, such as, annual 
reports, brochures including information about their services and industry, references to law 
paragraphs, and suggestions for alternative data sources, and so on. Moreover, additional insights 
were provided after turning of the tape recorder, where the respondent gave further thoughts on the 
subject, such as “to be honest, I am a bit ashamed that I have not been able to carefully reflect  about 
the implication of the deregulation”, or “to be honest, I think this will happen in the future”, and so 
on.

Table 2. Overview of the Respondents.

Role Position in 
company

Employees Years in the 
industry

Location Date & 
Time

Length Established 
contact

Auditor 1 50-70 10-15 yrs. Conference 
room

28/3-11
10 a.m.

1h 6 min Consultant no. 1

Auditor 2 head 
manager for 
all auditors

50-70 20-25 yrs. Conference 
room

31/3-11
10 a.m.

52 min Consultant no. 1

Auditor 3 co-owner 10-15 15-20 yrs. conference 
room

8/4-11
8.30 a.m.

1h 3 min Consultant no. 3

Consultant 1 owner 1 25-30 yrs. Office 24/3-11
10 a.m.

51 min Self

Consultant 2 owner 5-10 10-15 yrs. Office 29/3-11
8.15 a.m.

52 min Auditor 0*

Consultant 3 co-owner 10-15 10-15 yrs. Conference 
room

4/4-11
14 p.m.

55 min Auditor 0

* For an explanation, read the latter part of section 3.8
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3.9 Approach for Processing Collected Data

Few hours after each interview the process of transcription began for the gathered data. Each 
transcription lasted for approximately 1-2 days and sometimes 3 days. Besides a literal or word-by-
word transcription; comments/notes that connected the statements to theory and self interpretation 
on key phenomenon was made. Thus, a modest analysis-process began simultaneously  with the 
transcription-process. The analysis-process also included internal connections between statements 
that were supported by each respondents in order to verify, strengthen and generalize the outcome.

During the transcription I got the opportunity  to learn more about the industry  and become familiar 
with technical words which I used for the coming interview. As the process of interviewing 
continued I felt that I got out more and more from the respondents. However, it is difficult to say if 
that was the only  reason for more rich data gathered from later interviews. The reason for why the 
latest interviews (see Table 2 in previous page) was perceived to go smoother could also be because 
of the position the respondents had. The later respondents’ were co-owners of the firm and had 
relatively large work-force, meaning that they could have had a broader view of their environment, 
which this thesis prefer given the theoretical framework that is used. 

As the transcription was progressing before each interview I knew more about what I wanted to 
complement and how to ask about it and I knew what I did not want to hear more about. When I 
was in the interview situation I could monitor what was being said with how it would fit within the 
transcription.

3.10 Approach for Presenting the Results

This section will describe how the presentation of results in next chapter were structured. Some 
respondents provided with better or more rich answers on specific question and worse on other 
questions. However, when presenting the results I tried as far as possible to distribute the 
information symmetrically so it  would be easier for the reader to follow. Furthermore, in order to 
avoid too much of repetition of some questions that had almost identical answers they  were instead 
merged together in order to make it easier for the reader to follow. The tendency to give a collective 
presentation of data results is more evident in the latter part of the presentation, however, some of 
the former parts do also have it. 

Some facts provided by  the interviewees were, although interesting, not chosen to be presented 
because of suspicion to be incorrect. Whenever this tendency was eminent a phone call was made to 
some industry ‘experts’, either to interest groups or to some employee at a large audit-agency. This 
information would however not change the understanding of presented data results in any 
significant manner.

The order of the presentation does not restrictively follow the structure of the interview guide as it 
had to be changed in order to make the presentation easier to follow by the reader. Another reason 
for not following the interview guide structure was due to the overlapping nature of the concepts. 
Suggestions on improving the links between the concepts are given in suggestions for future 
research in the end of this thesis.

The chapter that treats the presentation of results are divided into market power, efficiency and 
innovation. The first part describes the industry on a broad level, structured after each interviewee. 
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This part tries to include the strategic conflict school and competitive forces. The second part 
includes data that  are more related to the firm- and process level, and includes the resource-based 
school and the dynamic school. The third and final section, will include a more focused presentation 
of discussions that were made on innovation. Although discussions on innovation are included 
throughout the presentation of results the last section will summarize it and make it more clear.    

3.11 Approach for Analysis

To begin with, there are different ways to analyze the collected data based on recent choices of 
methodological approach. According to Saunders et al., (2009, p. 491) the analysis could either be 
structured or unstructured, where the former is suitable for deductive approach and the latter for 
inductive approach. This thesis argued for a mixed approach that included aspects of both 
approaches due to the theoretical framework as a support for the case studies. The formation of this 
thesis were to have a more structured approach in the beginning which becomes more and more 
unstructured after each chapter. That is to say, the theories will be re-shaped in order to fit and 
describe the nature of particular research context so that a meaningful understanding could be made. 

The analysis has gradually  been developed since the interviews were carried out, transcribed and 
presented. Only  by categorizing the collected data in my interpreted way is in its self a form of 
analysis. Furthermore, the use of tables and figures where results are summarized can also in itself 
be regarded as a form of analysis (Sunders et al., 2009, p. 493, 495). Figures illustrating the results 
were created during the transcription-process of collected data as a way to find a meaningful 
understanding of what the interviewees’ were saying. 

According to Miles & Huberman (1994, cited in Saunders et al., 2009, p. 503, 505) this approach 
for analyzing data is called display analysis and suits well for an inductive approach. The creation 
of figures during the transcription process were used as a basis for developing the analysis of 
presented results. However, not all data could be made into figures, only key points that describes 
the relationship between broader phenomenon, and that was verified by several interviewees could 
be drawn. Minor issues that could not be described in figures was instead using words or in other 
ways supporting the figures. The analysis chapter will thus be using the figures as a basis for the 
discussion.

3.12 Truth criteria

Validity
Many issues regarding the validity of this research have already been discussed in this chapter, I 
will however shortly  re-state the most central ones and further clarify  them together with the 
meaning of validity. Validity, succinctly  means how to measure, and if right issues are measured 
(Kvale, 1996, p. 238) or “whether the findings are really about what they appear to be 
about” (Saunders et al., 2009, p. 157), which determines the quality of produced knowledge within 
this research. Kvale (1996, p. 238) argues that, since case studies that uses interview method are not 
following the natural scientific principals of numbers, it will be difficult to use such approach in 
order to measure the degree of truth in the results produced by  this research. Although arguments 
have been put forward that justifies the choice of using case studies, Miles & Huberman (1994, 
cited in Kvale,1996, p. 242) provides with tactics in order to overcome the pitfalls of validity, some 
which includes: triangulating, checking the meaning of outliers, following-up  on surprises, looking 
for negative evidence, and getting information from informants.
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These issues have already been brought up  in this chapter, but will be further described and 
integrated. They  act as a system for validating the collected data. For instance, as described in 
section 3.11 some facts that were provided by the interviewee, although interesting, were not 
included in the presentation as they could not be identified by  the triangulation approach. Moreover, 
when this tendency occurred, informants were used, through a simple phone call to either interest 
groups or employees working at a large audit firm that could confirm the information. The 
information that  was provided needed to be confirmed by  more than one interviewee and 
organization, something that was possible by using multiple cases. Using multiple case studies 
increases the likelihood for replicating the research results (Yin, 1993, p. 34), something that will be 
further discussed in next section treating the issue of generalizability.

Even though some indications has been provided for how to validate issues that  this research are 
targeting, a problem regarding whether or not the ‘right’ type issues has been measured remains. 
Aspects of this problem has already  been discussed in this chapter, but to remind the reader, e.g., the 
context that was of interest for this research and its objectives were unknown and needed to be 
identified (see unit of analysis section 3.3). According to Yin, (1993, p. 40) when the unit of 
analysis are specified by the researcher, which will be done by gathering additional information 
from the case studies and presented in next chapter, the validity of a research is regarded to be 
acceptable. Moreover, he (p. 40) argues that the validity  is further justified by the hypothesized 
understanding of theory that was presented in Table 1 as a summary for Chapter 2, which includes 
rivaling schools of thought, as a mean to explore the relationships between them and then clearly 
present it in the analysis chapter. If more issues are brought up after this process, they  will be 
presented for the reader, in the last chapter of this research were conclusions will be made, in order 
for him to make judgment about whether or not the knowledge and quality is acceptable.

Generalizability
If one wants to replicate the research to see if it  is generalizable, I have been very  clear regarding 
the details of the research approach throughout the research, and especially in this chapter. Then 
there are of course issues that are more difficult to describe, such as my tone of voice, or other 
personal traits that were used during the interview which could have an impact on the 
generalizability. Furthermore, the interview guide was not done on a linear way, which means that if 
one wants to replicate the study, its success could depend on what concepts within the guide that 
has more or less focus. However, some indication of this could be found in the presentation of the 
interviews in the next chapter. It  is up to the reader to be reasonable about the findings (Kennedy, 
1979, cited in Kvale, 1996, p. 233-234). The author can only try  to convince the reader (Siggelkow, 
2007, p. 22). For generalizing this research the whole study must be understood, all the way from 
the research objectives to the conclusion. If only parts of this research are wanted to be rejected it 
could easily  be done. In order to stimulate the reasonability  of the reader, I will provide with few 
issues that could be thought of in judging the generalizability  of this study. They will be structured 
after Schofield (1990, cited in Kvale, 1996, p. 234) targets for generalization, consisting of what is, 
what might be, and what could be:

• What is

The context of this study is unique in time, and the industry  is still in its transition towards the post-
deregulation era. The new rules for the industry has just recently been put into place, which means 
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that the process of change is ongoing and much could happen during this period that will deviate 
from the path that this research is providing.

• What might be

The analysis, which is using a mix of deductive and inductive approach, is assumed to be ahead of 
its time, or rather a time that is socially constructed. Thus the research is just showing a possible 
path that the audit industry is taking, e.g., some of the things that the respondents mentioned has yet 
not been implemented. However, strategy literature which is one of the major concept that is used 
for this study, is regarded to be a theory that simplifies and explains the reality in order for an 
organization to improve its response and ability  to solve emergent problems (Mintzberg, 1987, p. 
29). From a strategy point of view the contribution of this research could be a theory of what might 
be. Re-interpretation of the findings may well be done by the reader or for the one who thinks the 
issue is important.

• What could be

There exist a lack of knowledge of the audit industry  that is suitable for innovation studies, strategy, 
marketing, and management. This research has the desire to serve as a base for future studies within 
the audit industry or deregulation in general. That is also the knowledge that is wanted to be 
developed as discussed in the section of research philosophy, 3.1. It seeks to, as argued by Gergen 
(1992, cited in Kvale, 1996, p. 235), to not “telling like it is”, but rather to “tell as it may become”.

I will further stimulate the reader of potential issues that could restrict  the generalizability such as 
the focus on one city (Umeå). Moreover, self selected cases can not be generalized to the population 
at large according to Kvale (1996, p. 233), however, there is objectivity and randomness involved in 
the selection of cases for this research, as described previously in section 3.6, and the variation in 
organizational size and equal amount of organizational type shown in Table 2 in previous section. 
According to Yin, (1993, p. 34) the purpose of results from case studies are not to generalize a 
population, rather it is the theory that should be generalized. Other important considerations for the 
reader are that some issues might not have been effected by  the deregulation. The effect of 
deregulation could have been misinterpreted, as other factors could have been involved such as the 
financial crisis or a natural development within the firm/industry. It is my belief that it is difficult, 
for both the researcher and the interviewee, to distinguish between what has or has not been 
affected by deregulation. Even though specific questions were asked whether the changed 
phenomenon was caused by the deregulation, both answers of yes or no could be unreliable. 
Although triangulation was used for this thesis, further investigation from other potential sources 
could be used, without implication of accessibility that is. This latter issue will be further dealt with 
in the concluding chapter. What could not be rejected, however, is that some of the developments 
have definitely been accelerated by the deregulation. Real truth would be difficult  to possess, 
however, closer to the truth could be good enough, at least as a starting point. 
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4. Presentation of Results
________________________________________________________________________
This chapter is divided into three parts: (1) market power including (a) the industry structure and 
(b) the effects of deregulation; (2) efficiency, including firms’ (a) processes and (b) redistribution of 
resources; and (3) organizational innovativeness. Part one is presented after each respondents 
divided into auditors and accounting-consultants including their background, whereas the results of 
part two and three are presented in a more integrated manner.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Before presenting the results, some background of the audit industry is given that will hopefully 
improve the understanding of remaining results. For simplicity reasons, the word auditor and 
accounting-consultants have been used. Moreover, to avoid confusion of translations such as 
accountant (auditor) and accounting (what the accounting-consultant do), this type of distinction 
will as far as possible be explicitly using the words auditor and accounting-consultant.

Two distinguishable interest groups exist that will be mentioned throughout the presentation. One 
for auditors which is called FAR (Institute for the Accounting Profession) and one for the 
accounting-consultants called SRF (Swedish Accounting Consultants). FAR has for long existed, 
and their members consisting of auditors are heavy regulated by laws in comparison to the 
accounting-consultants. SRF has taken the initiative to promote the profession of accounting-
consultants towards different stakeholders in order to increase their status and brand. In presence of 
the deregulation, SRF has introduced the tittle “authorized” accounting-consultants in order to 
increase the perceived quality of their work and make them more equal to auditors.

In order to obtain this upgrade and new tittle, it has meant that the accounting-consultants first of all 
must be a member of the SRF organization. Secondly  they need to attend on mandatory education, 
and adapt certain quality standards within their organization, which collectively are called REKO. 
With this new tittle, the accounting-consultants can do similar work as the auditors has been doing 
before the deregulation, i.e., to sign an accounting-consultant’s report in comparison to the auditor’s 
report.

Although the deregulation is put into effect, not all companies has yet been able to make the 
decision of removing or maintain their auditors. The financial year for the majority of companies 
ends at varying dates: last april, last june, last august, and december. Most firms have thus begun 
their financial year before the deregulation was put into effect, which means that an auditor is still 
needed for most companies during this year.

I end this introduction with describing for the reader little bit  about the general attitude towards the 
deregulation. The initial and open question of how the deregulation had impacted the way of 
working was in the majority of cases not  perceived to have any considerable effects: “it has just 
recently  been put into place”, the argument goes. This was however only the first statement made 
were more and more issues as a consequence of the deregulation emerged and surfaced as the 
interviews continued. To help the reader to orientate through the presentation, highlighted citations 
are given which will also be crucial for the analysis chapter.

4.1 Market Power
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4.1.1 Auditor 1

Background
Auditor 1 has been working in the industry  and for the same company for 10-15 years. Auditor 1 
became an approved public accountant almost nine years ago, and just recently  decided to become 
an authorized public accountant  and has been within that role since almost three years ago. The 
reason for this upgrade is that  Auditor 1 wanted to work with larger customers. The company 
Auditor 1 is currently  employed at has recently  changed its name, and is part of the so called big 4. 
Big 4 is referred to audit firms who is centralized with headquarter in capitol city, has the highest 
overall national market share and strongest brand. The firm that Auditor 1 is working for has, within 
the big 4, the most market share in terms of accounting-consultant customers, but in terms of audit 
customers,  Auditor 3 is stronger.

Deregulation
No customers have yet  been lost due to the deregulation. Auditor 1 states that many of her 
customers will soon not need to have auditor but that some are willingly  maintain it. According to 
Auditor 1, the implication of the deregulation will mean that their company will increasingly need 
to inform their customers regarding the services that is offered. Furthermore, Auditor 1 has two 
different types of customer groups: one group where direct contact exists, and another group where 
indirect contact exist. 

Auditor 1 mentions that customer perception of their service is that  it only  includes a signature of 
the audit report. In order to inform the customer, Auditor 1 believes that  they need to talk to the 
customers, and infuse customers confidence in their services even though they are not statutory. 
Auditor 1 claims that it is difficult to know what the future will hold, something that implicates 
their planning ability, and express the following:

“I think we will see a dip next year, when one begins to understand that you can opt out 
the auditors but I think it will go up again, then I think banks will begin to awaken to 
life and others such as suppliers and customers who see that you do not have a revised 
financial statement”

And continues to argue that the importance of their work has not yet  been understood, and a 
particular reasoning circulates around the valuation of firms assets. If the companies realize that 
auditing is needed after few years, the service might become more expensive and even exceed the 
cost that first  was saved. The reason is that the auditor will then need to go back and revise all 
previous year before beginning with the actual- and coming year, the argument goes.

Strategy and Competition
Auditor 1 believes that the competition consists of severe price pressure, “everyone is afraid of 
what might happen”, the interviewee says. The impact that is perceived to happen is that 
assignments and working hours will be lost which makes the firms averse in employing people. 
They  do hope, however, that their customers are enough satisfied with their current services that 
they will continue to order. 

No shift in customer demand, from one service to another, has yet been noticed. Examples of 
service that are offered are: tax advice (including VAT), due-diligence, outsourcing finance 
department, different sorts of analysis such as comparison with competitors, and a lot more. If the 
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requested competence is not available within the local office, other employees in offices around the 
country are available and ready to assist.

To process the strategic environment much marketing efforts has been made. The firm Auditor 1 is 
working at, has during the last 3 years been very  salient on the market and continues to be so at the 
moment. The firm changed name adjoining the deregulation and around the same period, the 
marketing efforts escalated. With the marketing efforts, the hopes are to show strong quality signals, 
but Auditor 1 is quick to add that personal relationship is still very important.
 
Many of their assignments have been made possible through personal relationship  rather than the 
brand. However, the marketing effort also include a local sales department that is out  and working 
on the market: in networks, making phone calls. sending invoices, monitoring customers, make-
follow-ups and attends on meetings. The sales department was previously managed centrally  but 
has now been introduced locally, involves a more systematic approach than before, and are making 
more use of external telemarketing companies.

The Industry Structure

Customers
The customers has begun to think about the price, but that is not uncommon, one problem Auditor 1 
mention, is that the work which auditing consist of are mandatory, and furthermore, are not seen by 
the customer. It includes planing, making independent analysis, follow-up questions, etc.:

“We have to do one thing and second with the fifth to meet the RS that has been our 
audit standard, and now as of January 1, 2011 then we have ISA, then we should work 
as all the major auditing agencies in the world does which makes it swell - I think it is 
the same recommendations as the Coca-Cola Group as regards JohnDoe's 
mechanical.”

If these standards are not met and an incorrect  audit report is made, they could be sued by state 
authority, and guaranteed a penalty point. The customers that are obliged to have statutory auditing, 
amounts for greater working hours than those customers that does not have this obligation. 
However, this varies from auditor to auditor and their respective customer portfolio mix, some 
auditors can have many small firms that  are not obliged to have auditor. It is not uncommon that 
one auditor has 150 clients, while another has 100 or 50 etc.:

"Client portfolio is a reflection of the market you're working at, Umeå has traditionally 
not so much large companies, they have much more of smaller companies which means 
that Umeå is perhaps a bit more difficult than the city Sundsvall which has many more 
large companies, which means that the auditors over there might have more large 
companies in their client portfolios.”

Suppliers
The initial answer to the question of who their suppliers are, was provided with the following 
respond: “we don’t  have any suppliers in addition to rent or cleaning, there are no sub-consultants ”.  
This attitude shows a negative perception of suppliers and their importance, and argument 
continued as following:
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“We have 3,600 employees in Sweden, so if we need any sub-consultant, then I believe it 
is available within the Office”

Although Auditor 1 is not  entirely familiar to the subject, to her knowledge they do buy  accounting 
systems from subcontractors. Moreover, Auditor 1 adds that in general there has happened a lot, the 
last 5-7 years, within the accounting-consultant sector. In terms of accounting-consultants many 
new players are entering the market and explains that the banks have accounting software and that 
the accounting-consultant work have become more and more Internet based. It  has moved beyond 
the traditional method of craftsmanship and paper reporting towards tighter processes and a greater 
availability on the Internet: 

“They want to be able to directly link up and see some reports even though they are in 
Hong Kong.”

Auditor 1 adds that its important for the firm to be on the edge of this recent development in order 
to be able to deliver the accounting of the future.

Entry Barriers
Auditor 1 believes that within auditing not many players can enter the market, in contrast to the 
market for accounting-consultants which it  is easier to enter and something frequently happens. But 
this is not perceived to be any major threat for the big firms, especially  those within the Big 4 
category. Auditor 1 does however believe that there could be a possibility for banks to enter the 
auditing market, especially  if they do not receive any  revised financial statements anymore. An 
alternative approach, if the banks no longer receive revised financial statements, could be to take 
higher rents as the risk are becoming grater. To start an audit business is to Auditor 1’s personal 
opinion very expensive.

New Segments
Due to the deregulation, Auditor 1 believes that new segments and services could emerge such as 
new types of certificate that are more specific. Instead of a full revision of balance sheet, income 
statement, and annual report, the certificate could include a special audit of intangible assets or 
other specific parts. This will then be dependent on what the customer wants for a certain case such 
as due-diligence, or bank loan, or depending on how much the customer is willing to pay which 
could determine the precision of the certificate. Furthermore, there are rules and regulation that 
comes into the market which determines what the firm can offer.

Co-opetition
Something that is common within the industry, and which all auditors that was interviewed 
mentioned, is that they work together, not only with smaller accounting-agencies, but also with the 
larger audit-agencies including those in the Big 4 category which is their strongest competitors. The 
sharing of assignments between competitors is possible, or rather, derives from the requirements to 
achieve the independence criteria which applies for some of their larger customers. For instance, the 
company within this case has a lot of accounting engagements that are revised by the company in 
the case “Auditor 2”, whom will be presented next, that have more auditing engagements. There is 
no written agreement between the firms, rather, they have oral agreement or a personal relationship 
which determines who they  share the assignment with. The smaller accounting-agencies often stick 
with one or two large audit-agencies. Sometimes the customer makes his/her own decision on who 
the auditor or accounting-consultant should be.
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The differences of importance between auditors and accounting-consultants are, as according to the 
interviewee, that the former are aimed at a third-party  in their work, while the work of accounting-
consultants’ is aimed directly  to the firm. In other words, auditors work are more concerned with 
firms external stakeholders. In addition the auditors are by law more controlled and has more 
responsibility for the damages that could occur in their work compared to the work of accounting-
consultants who’s responsibility for correct work are within their customers.

Although the companies within the Big 4 category are sharing some assignments, they  also strongly 
compete against each other. The only time they  meet is through the central trade organization FAR 
(Institute for the Accounting Profession) who from time to time has arrange united events. But those 
arrangement are not  adding anything significant to the firm, as the firm within the Big 4 category 
has much of their own education and information, internally. For instance, they  have a weekly 
gathering at a local meeting place where everyone are welcomed to join, including representatives 
from banks and customers to whom they provide information to regarding the industry.  The firm in 
this case do not share the opinion of the central trade organization (FAR).

4.1.2 Auditor 2

Background
Auditor 2 has been working in the industry for 15-20 years and begun immediately  after MBA 
degree. Auditor 2 has during one year tried other business work, but felt that accounting work was 
more fun. Auditor 2 has worked with all types of customers, in the beginning it was more smaller 
firms but today Auditor 2 works least with small firms, and least with tax issues. The work today 
consists of major firms, compounds and public sector including municipalities and county  council. 
Like any  other auditor, except  for the big customers, Auditor 2 has a group of smaller customers 
amounting to approximately 20-30 pieces. Auditor 2 is currently head manager for all auditors (over 
20) within the local office. The firm is also part of the so called big 4 (as mentioned before, the 
audit firms with most market share and strongest brand).

Deregulation
Due to the deregulation Auditor 2 has only lost one audit engagement. However, this customer was 
an accounting-consultant firm that have several other customers which uses the audit  service, in 
spite of this all those customer continues to buy the audit service from Auditor 2. In total the agency 
has not lost more than 10 customers, which in her opinion shows that the effects from deregulation 
has not yet been significant.

As a respond to the deregulation, the firm that Auditor 2 is working for, has had major activities 
with the particular purpose to become more demand oriented. These preparation started two years 
ago and have included education, product development, and strategy  days with most  of the 
employees except the new recruits. During the strategy days they discussed what their customers 
has demanded but yet not been met, how they can become more responsive, identify what they are 
good at, and in general what they can sell instead of audit services. 

The preparation was made for the worst possible deregulation outcome. Because the deregulation 
was clement, Auditor 2 feels comfortable with the environment, but thinks that the limits that oblige 
firms to have auditor will increase in the future. For many customers, Auditor 2 presumes, they  are 
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more than just those who write on the annual report: some customer asks for evaluation of their 
cash flow forecast, or to follow them to the bank, and so on.

Strategy and Competition
When it comes to the local market they  are the biggest firm and has the biggest clients within the 
auditing, Auditor 2 says. The competitors, within the big 4 category, have however, as an respond to 
the deregulation, been more oriented towards accounting-consultant services. While other audit 
firms has undergone mergers and acquisitions of accounting-consultant firms, Auditor 2 believes in 
a more organic growth. The auditors’ has doubled its size in the accounting-consultant sector since 
three years back as a respond to the deregulation. 

The firm that Auditor 2 is working for has not yet made any major initiatives on that front, but 
mentions that  it eventually will happen. They are somewhat reluctant towards acquisition of firms 
as it is a lot  about personal trust, and that  the accounting-consultants that are acquired needs to be 
skillful. They  are currently employing experienced accounting-consultants as well as newly 
graduated business students who may step in and take the accounting-consultant role. 

The Industry Structure

Customers and Suppliers
Auditor 2 has not detected any major changes in the attitudes of its customers due to the 
deregulation. The firm does only occasionally buy  services from suppliers such as those of forming 
a corporation, or to liquidate a corporation, or other individual cases such as, although not common, 
to get help with an inventory placed somewhere out in the woods where no local office of their own 
exists. On the question wether there is something new that is offered by suppliers on the market, 
Auditor 2 provides with the following answer:

“they may want to deliver but we have not bought something, we're self-sufficient in 
those services that we sell, we produce ourselves and have most of the services in the 
company, either local or from offices around Sweden.”

This is a similar argument that was provided by  Auditor 1, in which the interviewee indicates a 
negative attitude towards external suppliers.

Entry Barriers
According to the respondent it does not matter so much if new audit agencies enter the market, as 
they  are not perceived to be a major threat for the firm within the Big 4 category. Within this 
category it exits an established capital structure and established competencies which represents a 
huge internal “network asset”. It  would be difficult for small audit agencies, consisting of 1 or 2 
employees, to survive in the long run, the argument goes. Only the constantly  updates of rules and 
regulation is difficult to keep up with: 

“I go and ask colleagues Alpha, Beta and Gamma, and we ask someone from Stockholm 
or calling someone in Gothenburg.”

Without  such network, Auditor 2 argues, it will be difficult to compete with the larger firms, and 
instead they need to find a niche within the market where they  can have a business that is more 
focused. As one single auditor it is impossible to keep  track of everything, Auditor 2 claims. Auditor 
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2 also reckon that this is true for accounting-consultant agencies, but adds that they might have it 
easier to survive single handed. On the other hand, single firms could easily drive down the price as 
they have considerable lower fixed costs.

In contrast to the low perceived threat of entry  stemming from intraindustry perspective, greater 
threat or concern seems to come from outside the industry. Auditor 2 argues that the audit service  
might be reallocated towards being offered or included in the work of banks or tax authority due to 
the higher need go through the numbers before lending out money. Banks could have this service 
before a credit check and the tax authority when they receive the records from firms  which are no 
longer revised by an auditor. All this might be a threat which could lead to less auditors working at 
firms within the Big 4 category and more employed at banks and tax authority.

Co-opetition
Even though there exist cooperation between competitors which the interviewee does not have any 
problems with: the interviewee claims that the industry  has changed its codex from employees 
being loyal to that employees are moving between competing firms:

“It never happened the first 10 years I worked here, now it has become just like in the 
banking world, to change the agency back and forth and back and forth, it also happens 
between the big 4, most recently we lost two people, most of them leaves in order to 
start their own agency, or because they are dissatisfied with their careers, but it did not 
exist before and it can be a reason why there is a perception of a more strained 
relationship if it is true that an agency steals four of  your best co-workers and the other 
agency lost four of their best co-workers.”

In order to increase the value of what is being offered Auditor 2 mentions that  they, as everyone 
else, collaborate with local and national interest groups and audit unions. Due to the deregulation 
this collaboration has increased. However, Auditor 2 also mention, in line with Auditor 2, that 
because they are large agency they do not  need to participate in all events that are arranged 
externally such as seminars, as they have an expertise body  internally, and can thus make their own 
judgment of the market.

4.1.3 Auditor 3

Background
Auditor 3 has been working as auditor since late 90’s and started his/her career at an agency  within 
the big 4 category as auditor assistant. Auditor 3 has been approved public auditor since year 2000 
and started its first self-owned company year 2006 together with colleague from the agency  where 
his/her career first began. The first  company Auditor 3 started, reached a peak of 4-7 employees, 
and offered only auditing services, and lasted for 3 years before the second company got 
established. The second company was established together with two other persons, one who was an 
auditor and another who was an authorized accounting-consultant, which would become the 
company that Auditor 3 is currently positioned at, consisting of totally 10-15 employees. 

Four of the employees are auditors and the rest are working as accounting-consultants. Before 
working under the brand of current company, they worked for another company brand which they 
where licensees at, however, that license-provider underwent changes in an endeavor to become 
similar to the big 4. This was not of interest, so they become licensees for another, and the current, 
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company brand, in order to maintain their local ties and the concept of self-owned business. They 
are regarded to be a big company  within the local town but  not in the category of Big 4 as they  are 
not centralized with headquarter in the capitol city and have a weaker brand name.

Deregulation
The deregulation is, according to Auditor 3, perceived to affect the mood within the industry and 
has led to the emergence of some concerns. In the practical work however not much has changed 
other than the audit content which has become a subject for a more open discussion within the 
industry.

Auditor 3 felt disappointed that the deregulation did not take into consideration the independence 
issue which limits their company to take accounting assignments and instead forces them to either 
work together with competitors or, even worse, to loose customers until this issue is settled. This 
issue is declared, by the people responsible for the implementation of the deregulation, to be raised 
and dealt with at a later phase. But until then Auditor 3 believes that their business are getting 
damaged. Other countries such as Denmark, Auditor 3 adds, have simultaneously taken both issues 
into consideration.

The preparation for the changes has mainly been to talk with their customers, especially with the 
accounting-consultant agencies that they cooperate with, as they are the ones that are considerably 
steering the smaller customers that receives audit services. If they loose one customer that is an 
accounting consultant, they will at the same time loose several other customers that are connected 
to this agency. Auditor 3, sees similar problem as Auditor 1 does, that companies who chose to 
remove their auditors but in the future needs the service again, lets say after 4 years, all previous 
years needs to be revised. Next to this, says Auditor 3, that  there exists confusion amongst the 
customers, regarding how the situation should be managed and its potential consequences.

Strategy and Competition
According to the respondent, ambiguity exist for the firm when it  comes to planning and to act as a 
response to the changes occurring in their environment. The problem seems to be that there are 
many stakeholders that have a part within the change process, but that their reaction to the changes 
are unknown. Examples of such stakeholders are banks and other credit institutions, which might do 
the auditing for their customer’s company themselves, or alternatively infuse higher rents or 
security as a reaction to the increasing risk involved when firms decide to remove their auditors. 
Another issue is how the ranking of firms will be changed if they don’t  have auditor. This is 
somewhat similar to the answers provided by the other  respondents described in previous sections. 

Auditor 3 believes that  the pressure on clients to have revised financial statements will at less extent 
come from their daily buyers and suppliers, and more from stakeholders, such as, banks and credit 
institutions, stated above. For example, a firm’s daily buyers and suppliers, more recently, check on 
firms’ financial statements through a centralized credit  institution that have certain ranking criteria. 
How these credit institution on the other hand will treat the issue of firms that have, or not have, 
revised financial statements by  an authorized auditor, seems to be of greater importance as an basis 
for how the audit  industry will be shaped. But as mentioned, how stakeholders such as the credit 
institutions’ will reason about the subject of revised financial statements are still unknown.

Auditor 3 argues that the industry and its customer goes in ‘slow motion’, i.e., once a customer has 
chosen an agency they  tend to stay there for a longer period of time. This is something that have 
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characterized the industry  over the last decade. On the other hand, with the technical development 
and deregulation of the industry, Auditor 3 believes that the competition will become much tougher, 
especially in the beginning as many agencies are having too much people employed which they 
rather wish to keep. 

Consequently, the audit-agencies will be more offensive, and the prices will certainly be squeezed, 
Auditor 3 argues. The company that  the interviewee works for, has majority of their customers 
within the category that do not need statutory auditing. However, in terms of sales they  amount to 
less, in comparison to their larger customers that need statutory  auditing. Few of their smaller 
customers have been waiting for removing their auditor, but many are uncertain with the same 
concern as Auditor 3, on how other stakeholders, such as tax authority and banks, will react which 
will make many customers to keep  their auditor, at least  one more year until this issue becomes 
clearer.

The Industry Structure

Customers
The attitude of their customers have been changing, to become more questioning about the 
existence of auditors, their main question is what the auditor actually is contributing with. Auditor 3 
continues to explain that they have been pretty bad in explaining what they do to their customers 
which Auditor 3 thinks will get improved, but adds that the customers does not alway know what 
they want.

Suppliers
In addition to buying consulting services in areas where they do not have enough expertise of their 
own such as taxes; their largest supplier, and which they are most  dependent on, is composed of 
software developers:

“big change in this industry on technological developments - it is more web-based, but 
not more user-friendly but a bit more open, it is scanning, it is online accounting 
software, it is information that is much more easily searchable and accessible such as 
the information from tax authority and companies registration Office (Bolagsverket), 
you do not make phone call any more and receive faxes back – now you have service 
where you can take it home from the Internet which simplifies our work very much.”

They do not develop  any  software of their own, internally, rather, all softwares are externally 
acquired as finished products, which they feel satisfied with, but adds that there is always potential 
for improvements.

Entry Barriers
Auditor 3 states that one-man firms always pops up at regular intervals, but when it comes to large 
agencies the entry barriers are more complex. The complexity consist of personal attachment with 
the clients, rather than company attachment, i.e., a client is attached to the accounting consultant or 
auditor instead of being attached to the firm. Because of this many  large agencies undergo break-
ups or acquisitions.

“Yes there are a number of people here, depending on how our employment contract is 
design or if we disregard it, who could go out the door and then they would take with 
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them their customers, because they are not linked to the company, they are linked to 
those people, just as many audit clients are connected to me personally”

Moreover, the business of accounting-consultants’ is regarded to be easier to establish unlike the 
establishment of an auditing business, as the latter has less turnover per customer. If the accounting 
consultant needs 15 customers the auditor needs 200 customers, the argument goes. When a 
centralized owned agency wants to establish itself on a new market, they need to acquire someone 
else’s customer base:

“Where would they get customers from otherwise? It is not like just opening a door and 
say: "Hey now, we have hired three auditors and now we have jobs for you, but rather 
they have to buy from people.”

New Segments
Auditor 3 believes that banks will be more active and that they will enter and expand their business 
to include the auditing service. Auditor 3 also believes that the accounting-consultancy service will 
move beyond local orientation, towards being located at low cost countries such as Baltic. Although 
this might take a while, as the discussion has been ongoing for few years, nevertheless, Auditor 3 
believes that the technological advances that has been achieved within the industry might help to 
accelerate this transition.

Co-opetition
The small accounting-consultants, that  is common for all audit-agencies to work with, are mostly 
attached to specific agency that they work more with. Although it is possible to work with any 
agency, they rather stick with few with whom they share many assignments with.

The interviewee comments on how the competition between the large agencies are affected by 
pointing at price-dumping, caused through the submission of bids which ‘steals’ customers. This 
tendency of price consciousness, Auditor 3 argues, has created more demand on firms within the 
industry to write quotes:

“It has been heavy price dumps from some quarters and it is clear that it is hurting the 
collegial spirit, however, your are still colleagues, but you also know that they are your 
competitors.”

4.1.4 Accounting-consultant 1

Background
Accounting-consultant 1 (henceforth, AC1) is the owner and the only one working within the 
company. AC1 has been working within the industry for a longer time, since the mid 80s, and has 
from time to time been engage in its own business. AC1 previously worked for the public sector 
including the University and the Swedish tax agency. Moreover, AC1 has worked for an accounting 
firm with 10 employees that was acquired by  one of the so called big 4, where the interviewee 
stayed for 5-6 years before starting its own business again. The reason for starting a self-own 
business was the freedom that comes with it. AC1 has an educational background of MBA from the 
local university.

Deregulation
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AC1 do not perceive that  the deregulation have impacted the business yet as it has just been put into 
place. The effects that has occurred has so far been as expected. AC1 continues to explain that the 
decision to either keep or remove the auditor can first  happen this spring. The companies have just 
had their year-end closing and began their new financial year, but in the general meeting of 
shareholders that  is soon held; many small firms that is managed by  the owner and meets the 
criteria will then decide upon this. All customers of AC1 which meets the criteria has initially 
decided to remove the auditor.

AC1 does not feel the need to prepare for the deregulation and argues that he/she is in the end of the 
career and will soon retire. AC1 does however understand that the competition will be tighten, 
something that could already  noticed. For example, the larger agencies have been in contact with 
his/her customers. This is not  perceived to be a threat as AC1 regards his/her relationship with the 
customers to be on such a level that he/she can feel calm.

In the future AC1 thinks that the competition will be even tougher, where the the bigger auditing 
firms will become more interested in taking care of the the accounting-consultancy part, in order to 
get a more secure grip of the customer. Although It is difficult to say how many that will choose to 
remove the auditor, AC1 believes that it will be many, especially those customers that have a good 
relationship  with their accounting-consultant and those customers that feel that their consultant is 
helping enough and provides with enough security. AC1 believes that the price is only one factor, 
another factor that will lead firms to opt out  of their auditors is that  there exist no personal 
relationship between the customer and auditor.

Strategy and Competition
AC1 take his/her business and its environment with ease, there is no need for any planing, “the 
work comes when it comes” the interviewee states. Moreover, the interviewee knows when and 
how much amount of work that will emerge. While AC1 is sticking with old contacts and way  of 
working, the interviewee does mention that the larger agencies are more offensive on the market 
and pursue to grab customers. This happens while smaller consultancy firms are to busy with their 
work, AC1 adds, indicating that they do not have the will or power to act in the spirit of the larger 
firms. Although, AC1 is cooperating with the larger audit firms in some assignments, they have as 
perviously  mentioned been in contact with his/her customers in the pursue to take them over: “I 
don’t think this will help our cooperation” the interviewee adds. But in general AC1 is not intimate 
affected by this behavior and can still feel confirmable within his/her business.

The Industry Structure

It is evident from the perspective of the accounting-consultants that rivalry amongst competitors 
have significantly  increased. This is something that will be more clear after presenting the data 
results from remaining accounting-consultants. The rivalry is more visible to come from large 
agencies who, for instance, call their customers and offers additional services.

Suppliers
AC1 is occasionally  dependent of external suppliers for solving problems such as questions 
regarding taxes. Moreover, AC1 has been dependent on large audit agencies because many of his/
her customers been obliged to have statutory auditors.

Entry barriers
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The issue of new players entering the market is interpreted as following:

“It could possibly be a little more tougher to get into the market because the larger 
firms are so on the ball now, but it is a fact that there is much work in the industry...i 
think everyone seems to be busy so that there is no shortage of work.”

Something that indicates a certain ambiguity; at first there could be difficult at the moment as the 
larger firms are so offensive, and on the other hand AC1 believes that there is much work in the 
industry which should make it possible for new firms to enter.

New segments
According to the respondent, new segments that have emerged are electronic-systems which banks 
offers and where the customer and their accounting-consultant  simultaneously, or more easily, could 
manage the book-keeping records directly through their bank account via the web. AC1 adds that it 
is moving more towards online services where the customer could sit  at home, or the accounting-
consultant could sit at the office and  do all the work.

Co-opetition
As already  touched upon, the codex of peaceful co-existence, or no competition between larger 
audit firms and smaller accounting-consultant firms, which previously characterized the industry, 
seems to have been broken or moved into action of direct competition. The reason for such a clash 
is believed to come from the competition that exist between the larger audit-firms’ which has 
always competed but have done so in a more discreet and humble manner. The battle of the large 
audit firms, however, will not improve the relationship they once had with the small accounting-
agencies, AC1 adds.

The activities included to approach and shape the market is mostly done through external sources, 
in comparison to the large audit firms who did this from an internal sources. The initiatives to 
improve the position of accounting-consultant firms in the market is described to come from an 
centralized trade organization called SRF (Swedish Accounting Consultants):

“...there we have a licensing system that requires education, requirements for training, 
and experience in different ways in practice in order to become authorized accounting-
consultant and the group has fought hard to to market the companies that have this 
authorized title, especially against banks and against tax authority”

In this approach, tax authority and banks are informed about the changes in the annual report, where 
some firms might not have reports made by auditors in the future, but instead have financial report 
made by authorized accounting-consultant and how that will have similar quality due to the 
improved methods, initiated by SRF.

4.1.5 Accounting-consultant 2

Background
Accounting-consultant 2 (Henceforth AC2) is the owner of the company  but started the career as an 
lawyer before becoming an accounting consultant. The agency provides with both financial and 
legal services to its clients which consist of over 100 stock corporations. AC2 begun its course 
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within the industry  by acquiring the company 8-11 years ago and has since then doubled the amount 
of employees and consistently its turnover. 

Deregulation
The interviewee feels that their responsibility  as accounting-consultants have increased, such as to 
follow the Accounting Act (as we later will see accounting-consultant 3 agrees and adds that their 
work are more and more becoming as the auditors, i.e., more rules and guidelines to follow.). AC2 
continues by saying the following:

“...Before, you had an auditor who might have been inside and poked and said that the 
formality is not quite correct, that's usually what has been reprimanded that 
accounting-consultants have received, that there is something wrong in the formal 
financial statements, that is now laid off and will become an accounting-consultant’s 
report, if you are an authorized accounting-consultant that is.”

Strategy and Competition
The interviewee is not worried about the competition, and argues that it will not affect any loss of 
customers as they have good relationship with them. This is, as already touched upon, something is 
an important factor within the industry. As AC2 has lawyer background the firm even offers their 
customers services that are more private in nature, that is legal services on family law such as estate 
inventories, property settlement, marriage contracts and testaments, etc.. 

The only  situation where the customer would choose to leave AC2’s agency would be if they have 
not done a good job or that the prices have been too high in comparison to others, AC2’s argues. 
They  get accounting-consultant engagements and customers through personal contact or that their 
current customers recommends them. It’s awfully rare that they advertise, but have done so little bit 
in order to build their brand, for instance, they participated on TV advertisement in connection to 
the local weather presentation. In contrast to the accounting-consultants, the auditors are much more 
distant from their customers and in many cases they have never met, they only come once a year to 
revise the work which the accounting-consultant has possessed the whole year. The interviewee 
feels very comfortable with its environment and has had an steadily turnover increase over the 
years.

AC2 does however see some changes that is occurring in the strategic and competitive environment,  
and argues that because the auditors might lose hours they need to fill that with something else:

“Then they understand that if you have accounting-consultancy part, then you will also 
have a better grip of the customers.”

So it  is apparent that AC2 realize that the large audit agencies will try to acquire accounting 
engagements. As mentioned by Auditor 3, AC2 most often have specific auditor that they  chose to 
work with, in order to provide this service to their customers. In some instances the customer 
choses heir own auditor. The industry did consist of agencies that was purely auditing driven and 
then the collaboration between consultants and auditors was clearer: if auditors had customers that 
needed consultants they recommended such firm and if consultants had a customer who needed 
auditor they recommended such agency, AC2 argues. The argument continues in which AC2 states 
that ‘the table has turned’, and that the exchange only  consist of consultants recommending the 
auditor but not  vice versa. Instead the large audit  firms have started to offer both services 
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themselves. Almost no one offers pure audit services anymore. It  has become a one-way exchange, 
AC2 claims: 

“When we ask an auditor: are you willing o accept this job?, “Yes” says the accountant 
and he may do the audit and after that sends an invoice to the customer, but the auditor 
does not call to us and says this: "Yes you, I now have a client who needs help with 
accounting, could you undertake to do it?””

The one-way exchange has made the interviewee and his/her company to start think on how to 
solve this problem and adds that they might take in an auditor into their business as a way to defend 
their customer-base. This should not be a problem with regard to the customers that they  currently 
have, AC2 argues. 

The Industry Structure

Customers and Suppliers
The attitude of their customers have changed to becoming more demanding and that they want 
things to go faster including to have more information on the Internet. 

The only  supplier AC2 could think of was those of software-developers and adds that they have 
become increasingly important:

“The attempt is to get into a lot of automation, it is scanned supplier invoices and the 
like. We have also to our customers that your vendor invoice does not come with paper 
but you have it on the Web where you can both see and search for it and it will be 
archived there as well, so it is becoming a bit more about the paperless society.”

Entry Barriers
The interviewee did not see any intra-industry  threats, in contrast to inter-industry threat, where the 
bank has some kind of accounting system, however, this threat was not perceived as strong and 
continues to argue as following: 

“...we help the customer, after all, we have customers who have been there, but we still 
have to help the customer but in their IT environment if you will”

Indicating that their customers will still be dependent on their services.

New Segments
AC2 perceives the newly introduced accounting-consultant’s report to be a form of new segment,  
which enables them to act in similar manner as an auditor, but  adds that it will also mean increased 
competition, because the audit firms can offer similar service.

4.1.6 Accounting-consultant 3

Background
Accounting-consultant 3 (henceforth AC3) has just recently become the owner of the company, but 
has worked within the industry  since early  90s. AC3 begun working within the industry  right after 
high school graduation. Before acquiring the company, AC3 had been working for the very  same 
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organization, owned by  another person, slightly  over a decade. The previous owner of the firm was 
an auditor and the firm did at that time offer both auditing and accounting-consultant  services. 
However, the generation has changed, as AC3 called it, where the former owner who will soon 
retire sold of the accounting unit and started his own auditing firm. The firm, under AC3‘s 
ownership does only  offer accounting-consultant services. The agency is regarded to be relatively 
large, at least in the local city. 

Deregulation
The firm has mainly been preparing for the deregulation by how to inform their customers on what 
effect it will have on their business. The customers have many  questions regarding what the 
deregulation entail. Moreover, according to AC3, the deregulation is perceived to increase the 
importance of their role as accounting-consultants. Previously, more questions was directed towards 
the auditor, but now the intention is to answer the questions for themselves. 

The preparation started 2 years ago, during a time when they  had both auditing and accounting 
services. Under that initial preparation, the focus was more on how much loss of income their audit 
services could accept, and in which way  to cover these losses. However, as the company got split 
into two, this questions is no longer of importance.

Not many of their customers have yet said that they want to remove their auditor. But AC3 believes 
that this will be the likely outcome. Many of their customers must have their auditor for another 
year, so the question of removing the auditor will be more up to date in the end of this year. 

Strategy and Competition
AC3 says that  the environment has some competition on the accounting-consultancy side where 
there exists many one-man firms. After the deregulation, the large audit-agencies’ has become more 
offensive and tries to pull in the customers of the accounting-consultants. The reason for that, AC3 
believes, is because they will loose many  audit engagements. AC3 does also add that this changing 
behavior could also be due to the financial crisis, and not only the deregulation. Nevertheless, AC3 
feels positive affected by the changes, as their customers could put more money on consultancy 
instead of the fee that previously been transferred to the auditors, which has been regarded as 
unnecessary for some of their customers.

The industry structure

Customers
According to the interviewee the customers have become more confused as they do not understand 
what’s going on, and what they are paying the auditor for. This will be difficult for the auditors to 
make-up, AC3 states. However, AC3 believes that the auditors have an important role in certain 
companies, but adds that some work that was made by  the auditor could be transmitted to, and 
improved by the accounting-consultants:

“Now under discussion, is whether there will be someone who sells the service to go out 
and do an inventory control and then you can receive a certificate of what value the 
inventory has right now, this is not established, but believe I think that it will occur.”

Suppliers
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The most engaged suppliers are, as in all other cases, the software developers. This is something 
that has changed tremendous since the deregulation. AC3 makes an interesting statement regarding 
the increased importance of software-providers:

“In order to become certified accountant and get the title through our trade 
organization, you then must work with REKO, which is a certain standard that needs to 
be met in order to ensure quality on the produced material and this is something that 
software providers are connected to.”

The software providers make sure that the structures within the firm follows the REKO standard, 
“it’s little bit as ISO9000 quality standard”, AC3 argues. The REKO standard is something that is 
new and introduced this year (2011) and must be followed if you should be called authorized 
accounting-consultant. The company has just recently changed software provider because they 
thought the former had not followed the development with REKO standard and agency support as 
good as their new supplier. 

Entry barriers
Like all other accounting-consultants the threat  of new entry is not perceived to be severe. 
However, some changes, which other interviewees have not mentioned are visible from this case-
study:

“programs that allow customers themselves to manage their accounting if you say so, 
there are many providers who are trying to do the accounting programs as educational 
as possible so as to be able to do much more themselves, without any financial 
knowledge, this is becoming more, but most often the customers think that they will save 
money, but it takes longer time for us to make the financial statements, if they have not 
done a good job during the whole year.”

Interestingly, from a competitive perspective, it is the very same software provider that is targeting 
their customers. The software provider is thus targeting both the accounting-consultants (and 
auditors) and their customers. No indication are given throughout all cases, that supports that either 
consultants or auditors develop their own software, although their software might differentiate, 
everyone could buy exactly the same system from external software developer.

New segments
AC3 mentions that their firm are looking to expand their activities towards more business-
development services in order to help their customers to grow. This will include greater 
responsibility for their employees to assist their clients, moreover, new employment that is more 
focused on this might be brought into the organization. The aim is thus to go in to the role as 
“business coaches.

Co-opetition
Although the codex between large audit firms and small accounting firms, as described by  AC1, are 
broken, the codex between small accounting firms to peacefully  co-exist are still kept. The 
increasing competition between the large audit firms, has led to attacks on the small accounting-
consulting firms. The behavior of the large-audit  firms are, by the interviewee’s firm, and in all of 
the other accounting-consultant cases, accepted. AC3 comments how they will respond to the 
changing behavior as following:
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“We lay low, if the large-agencies take some client from us, our goal is that the 
handover should take place smoothly and we should not hinder in any way because we 
are angry with customers, but we try to be professional there, everyone should able to 
go on business days without being enemies.”

AC3 observes that  some customers are attracted by the price dumping that is occurring, and adds 
that it is not small discounts that are given, rather the differences are huge. This approach initiated 
by the large audit-agencies, is something that AC3 does not believe to be sustainable in the long 
run. From experience, AC3 understands, that the price is only low the first year and then it goes up 
again:

“I look very calm on such things, those customers will probably notice eventually, I 
don’t think it is a good way to march, to take over a customer on price – it's one thing if 
they can attract with other skills or other services and stuff like that, but to attract with 
the price and then not be able to keep it, I don’t think it’s a good strategy”

The potential internal mobilization to counter this external behavior regarding price, is suggested by 
the interviewee to include new ways of making offers to the customers. Such offers could be to take 
less hourly rated services and more towards making offers that include fixed costs through 
packaging the services in different ways. Then there are efforts are being made centrally  by the 
interest group SRF, that work to increase our value, AC3 concludes.

4.2 Efficiency 

This section will describe what is included in the work of auditors and accounting-consultant, and 
how they intend to change their previous practice. Some essential differences can be found within 
the work process between the auditor and consultants and how their resources are reallocated. Some 
parts of this section will overlap with the previous section, but understood in another context. 

4.2.1 Auditors

The Process
The process begins by receiving the customers gathered numbers and transactions of the financial 
year, which is inserted it into the computer. This material is either received externally  by an 
accounting-consultant working outside the organization, or from accounting-consultant within the 
organization. The auditor can not do the accounting work himself (independence principal). The 
auditor and the revision follows different kind of analysis-models such as risk analysis, essentiality 
analysis, and so on. The essence is to study how items in the balance sheet are affected.

The laws and regulation which affects the auditors work is more frequently changed compare to 
earlier years, which puts more demand on the organization. Previously, it could take up to 6 years 
before the laws and regulations changed, now they could change several times during one year. For 
a small customer one assignment could take only 1 day to finnish. The work that is included for 
large customers are normally organized in teams which assists the auditor.

The size of the team depends on the breadth of the audit engagement, however, it could reach up to 
10 people from both the local office and offices from another part of the country. The total amount 
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of work for each customer could be compared to the 80/20-rule, where the auditor in charge do the 
20 part  and rest of the team the remaining 80 percent. After the work is done, the team usually  have 
internal evaluation meetings, and finally an external evaluation with the customer. The meeting 
usually addresses any disappointments, improvements, and if the budget was reached, and so on.

The pricing of such work has been more sensitive than before. Previously, less assignments was 
done on fixed prices. Due to increased competition however, fixed prices has become more 
common and at the same time caused problems in terms of miss calculations. This problem, as one 
factor, has put emphasis on the organization to improve.

Redistribution of resources
The audit firms have begun to mobilize and ignite the process of recruiting accounting-consultants 
on a large scale. This has attracted the focus from previous recruitment of auditors which now will 
decrease or completely cease for the coming period. The transformation brings some concerns from 
the auditors point of view, in terms of what the responsibility of accounting-consultants are, as their 
work is perceived to be poorly defined. The concerns are derived from the new criteria which is set 
for increasing the quality of the accounting-consultants, by the introduction of REKO and the 
accounting-consultant’s report that will replace or complement the auditor’s report. Auditors has for 
long had an clear definition of what their work should include in order to escape from lawsuits and 
other damages for the organization. They still perceive the brand of their firm to be an important 
factor, but gives indication that the employers relationship and local presence with customer are 
equally important. Finally, they  perceive their internal costs that is higher by being a large 
organization to be a problem.

4.2.2 Accounting-consultants

The Process
As with the auditors’, the accounting-consultants’ work could either begin with processed material 
externally by the customer itself, or that the material is processed internally within the organization 
of accounting-consultant. If the work is holistic and done by the consultant internally it could 
include: payments, invoicing, or periodical delivery of support for decisions, or feedbacks such as 
budgets, etc.. During the year, the customer could have special or unforeseen requests such as: 
different kind of asset investments, due-diligence, contact with the bank, and potential tax traps, 
etc.. For these services, external sources are most often used.

The process of assisting the customer with invoicing and payments have become easier due to 
improved IT-environment and management of transaction over the Internet. As the firms’ is 
increasingly  outsourcing their financial department, more work becomes available for the 
accounting-consultants. This tendency leads to greater knowledge development which the 
accounting-consultant gather by visiting different firms and could by that apply  common processes 
and routines for all. When routines are improved and more efficient, it provides with more time for 
the “fun part”, i.e., giving the customer more value in terms of suggestions.

Although the auditor almost never sees the customer, the accounting-consultant has been restricted 
to include this external source when suggestions to the customer is wanted to be made. The 
accounting-consultant did first need to check with the auditor before giving suggestions to the 
customer. Now, however, as the auditor’s role have decreased and the role of accounting-consultant 
increased, it will reduce this interdependence, a condition which enables that suggestions could be 
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done on a more direct manner. This also increase the speed of delivery and the individual problem-
solving ability, cutting of previous restrictions or the presence of greater authority involved when 
suggestions are wanted to be given to the customers.

The respondents highlighted a potential disadvantage when they where too quick or too early  in 
introducing a new solution to their system. This problem was that  the solution which would 
improve their routines were not compatible with the existing system(s) that has been delivered from 
external software-developers. For instance, for a web-based salary program, one firm wanted to use 
a more advanced working-hour configuration, however, this was not possible which forced them to 
use that which is available even though they are dissatisfied with it.

As the firm was not capable to solve this problem by themselves, the only  tool they perceived to 
have in achieving the requirements was through an attempt to influence the software-developers. 
The type of influence that that  could make this possible, was perceived to be on an indirect manner 
through their interest group that they are members of. Another point  of concern in making the 
systems more efficient for the customers, was to not  make it too complex or to make the changes 
too detectable for the customers.

Redistribution of resources
The accounting-consultants recognize the increased competition from larger audit firms, infused by 
their recruitment agenda of accounting-consultants. At the same time, they acknowledge that their 
responsibility as an accounting-consultant firm will increase towards the customers’ when the 
customers’ remove their auditor. The accounting-consultants’ also recognize that they will have 
more work to do, such as increased consultancy and business coaching for their customers. 

Thus, the accounting-consultant firms are also planning to begin recruiting more personnel. This 
consultancy varies in their local presence, while the local accounting-consultant firms have greater 
presence of their specialized competence, such as AC2 who has a legal-background, the larger 
audit-agencies has less local presence and more dispersed specialization located in different parts of 
the country. Finally, as already  stated, the degree of authority  and dependency of auditor in the 
accounting-consultant’s work is perceived to have significantly decreased. This decrease in 
authority is perceived to lead to organizational changes where more responsibility will be 
transferred to the individual accounting-consultant. Thus, both inter-organizational and intra-
organizational dependency with the auditor is perceived to have decreased.

4.3 Organizational Innovativeness

Innovation has been mentioned throughout the result presentation. The first section included aspects 
of innovation at an industry level, whereas the second section included aspects of innovation at a 
process- and firm level. The purpose of this section, which will be the final and concluding one, is 
to a have a more focused presentation of firms innovativeness, and more towards the product level. 
It will tie together previous mentioned results, and thus act  as a form of summary, as well as 
presenting further facts.

Although the respondents feels somewhat reluctant towards innovation, as illustrated with a 
comment by Auditor 3: the customers also have an reluctant attitude towards changing routines and 
rather do the work in similar vein as before, and this attitude, Auditor 3 believes, is transmitted to 
the firm. However, the innovative ability within the industry is changing, it is becoming more 
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apparent to innovate. According to AC3, innovation has recently been growing exponentially, 
especially with the new standards that have been introduced by interest groups due to the 
deregulation:

“...I've worked so long in the industry, what has happened the last five years is as much 
as has happened like 15 years before it, I can definitely say.”

From the point of view of Auditor 1 and Auditor 2, new services are introduced as a respond to the 
deregulation. Much money, several millions, have been invested according to Auditor 2. Moreover, 
Auditor 1 also adds that they are trying to become more customer oriented:

“...we are simply trying to see what the customer needs and then solve the problem of 
the customer, instead of thinking about what kind of service we should have and then try 
to pack it on them; there are more problem-solving to find in each individual instead of 
having a complete concept.”

Something that suggests an imitation of the accounting-consultants, who has been customer 
oriented before the deregulation, as illustrated by AC2, who has provided its customers with law 
services in accordance with their needs. This tendency is more clearly described by AC1 who 
believes that the innovative part of its work is to serve the customers with advices on their business:

“The innovative I think, is the cooperation with the customer, and participation in the 
customer's business, so that you can contribute in various ways to provide advice on 
things where you feel you have a little bit to come up with that in different ways promote 
a good development”

This kind of contribution could be, as according to AC1, regarding questions of how sales have 
changed, employment questions, product range questions, and so on.

4.3.1 Differences between auditors and accounting-consultants  

Both technical and administrative innovation are perceived to be more prone in the accounting-
consulting process (AC1, AC3, Auditor 1, Auditor 2). The differences between the process of 
auditors and accounting-consultants were discussed in the previous section. The more technical 
based innovation covers the ongoing process of managing “raw” material where software programs 
are used. According to Auditor 3, it  is also the accounting-consultants, rather than the auditors, that 
carry  out the additional services towards the customers. These kind of service could be the 
outsourcing of firms financial department, or providing with cash flow forecast, and so on, also 
discussed in previous section. 

Following paragraph will discuss additional innovation that has been introduced. The discussion 
will be divided into two parts: one with an internal oriented point of view, and another point of view 
covering the external orientation. As already  mentioned in the beginning of this section, large audit 
firms seems to be internal oriented, although they are trying to become more external oriented in 
meeting customer needs. In an brochure that Auditor 2 has, over 15 services that is offered could be 
found.
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4.3.2 Internal oriented administrative innovation

Most services are, as according to Auditor 1, developed internally, either centrally  from the 
headquarter or in other offices around the country. Some ideas are developed within the local office. 
Auditor 2 also confirms that services are developed internally as described in the section of market 
power, where they have strategy days with employees to identify  what potential services that could 
be introduced. The day  that the interview was made with Auditor 1, the firm had just introduced a 
new system where employees can suggest improvements of certain issues:

“They have implemented an application: if I have a really good idea, for example, how 
can we speed up the accounting regarding payroll management, then I can enter it there 
and it will be sent to someone who takes care of this and I can then follow the issue as it 
is located in the database, and it is public information, to see if my idea is actually 
used”

Other forms of innovation that is produced internally are for example improved follow-ups in 
invoicing. To calculate the price for an assignment is believed to be a problem, according to Auditor 
3. This is one form of process improvement, however, many  other innovative process improvements 
are done by the large audit firms in order to streamline their working methods. The large audit 
firms‘ have just before the deregulation introduced programs for managing the accounting-
consulting work online in order to speed up  the flow so that less time could be put by the firm on 
the work and at the same time lower the price for the customer. This program was acquired 
externally by a software developer firm.

Most of the mentioned improvements have so far been related to the accounting-consultancy, 
however, also the audit  processes are improved. The auditors have mostly improved, as according to 
Auditor 2, their planning monitoring, communication ability through IT between peers, and 
realignment of the staff into smaller groups to get a more even workload.

4.3.3 External oriented technical innovation

A problem facing the audit and accounting-consulting firms are their lack of knowledge and time in 
innovation:

“It takes both time and money to learn new systems and have the new system and then 
it's easier for the large agencies that may possibly have a lot of resources and to 
allocate time, we are busy doing our jobs already” (AC1)

AC2 also support this statement. While the consultants might have lack of time and money, auditors 
also have the lack of competence in technical innovation. For example, Auditor 3 mentions that the 
industry in general are poor at examining computer systems used by businesses:

“...they are economists, not programmers, we talked about it in terms of cash auditing, 
these cash systems...Can I manage with my skills to see if a cashier is reprogrammed? 
Because it is a computer system, I mean I can make a computer system.” (Auditor 3)

Interpreted differently, Auditor 3 indicates that they lack confidence in information technology as 
they  do no have that competence within their firm. Rather, the information technology is something 
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that is happening externally, almost out of their control and power to affect and instead adapts 
which could bring some risks. This is true for both auditors and accounting-consultants, which is 
strongly characterized by external dependency and source of innovation.

As mentioned in the market power section, websites are increasingly filled with information and 
services such as those provided by banks and tax authority, or the increasing importance of services 
offered by software developers. The need to adapt to the environment is more clearly  demonstrated 
by AC1 who argues as following:

“I of course change with those changes taking place around in terms of legislation and 
with regard to programs and offerings, and such.”

or by AC2:

“... (In general the industry are) adaptable and find new ways to use technology...the 
customer has those requirements, so it is essential in carrying out accounting 
operations...if I don’t care that everything should be online now...then you will probably 
lose market so it is probably most definitely, you really have to keep up with it and try to 
be a bit on the cutting edge of technology offered”

Although both auditors and accounting-consultants, but more towards the latter, mentions that 
improvements are wanted or could be made, but that the ability to capture the opportunity is 
perceived to be slow. They rely on others to improve it, either direct through software developers or 
indirect through interest groups. For instance, AC2 wants the different software programs, such as 
scanning software, vendor invoice software, payroll managing software, and so on, to be more 
integrated.
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5. Analysis
________________________________________________________________________
This chapter analyzes the previous presented results and is structured in order to answer the 
research question. An interpretation is made with the hypothesized understanding in Chapter 2. The 
analysis begins by examining firms’ processes and then incrementally describes how the 
innovativeness of firms have changed from past to present, i.e., before-, during- and after the 
deregulation, including the perspective of firm- and industry level.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

The results from the previous chapter are interpreted with the help of the theoretical framework 
presented in Table 1. To remind the reader of its content, four schools of thought in strategy and 
competition were summarized, which reflected the effects of deregulation and organizational 
innovativeness. The different schools of thought included: (a) the competitive forces; (b) the 
conflict school; (c) the resource-based school; and (d) the dynamic school; where a and b 
emphasized market power, whereas c and d emphasized efficiency. This chapter uses figures to 
illustrate the findings. These figures also help the reader to understand what was being said in the 
collected data. To begin with, I readdress the preliminary audit process and research context 
presented in the methodology chapter in order to see how that view has changed after the data 
collection. The differences in processes and innovativeness between accounting-consultants and 
auditors can be seen in Figure 6 below:

Figure 6. Differences in processes and innovativeness.

In a very simplified manner, the figure represents the process that a customer goes through when 
acquiring accounting-consulting and audit services. The time (t) from beginning to end of a service 
can stretch up to 1.5 years. During this process, the accounting-consultants take up most of the time 
with the customers. They  also have closer ties with the customer. This part of the process turned out 
to be the most innovative in terms of technical innovation. Before the deregulation, the ongoing-
process of managing raw material or current accounts ended with an auditor’s report. After the 
deregulation however, the customer has three alternatives at the end of the process: auditor’s report, 
consultant’s report, or no report at all. The reports are usually aimed at a third party, i.e., someone 
external to the customer’s company, who is interested in their business. Although the stated 
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alternatives will serve as a basis for following discussions, these are only  the primary ones, but 
there is also potential for additional alternatives to emerge. If the three primary  alternatives that now 
exist for the industry are strictly followed by firms and customers, they could be regarded as related 
to the argument of zero-sum game by Brandenburger & Nalebuff (1995, p. 60). The alternatives that 
could potentially  emerge from both auditors and accounting-consultants, such as interim reports, 
customized for the customer could mean a win-win situation that expands the time frame for the 
control points seen in Figure 6.

The occurrence of the three new alternatives (auditor’s report, consultant’s report, and no report), 
especially where the customer does not need a report, infuses a new type of competition. Two of 
three alternatives offered to the customer are more beneficial for the accounting-consultants. This 
attractiveness has made the auditors reconsider their approach. The intention from the auditors are 
to enter the zone that is more attractive for the customer. In order to do that, the auditors need to 
become more like the accounting-consultants, so that the alternatives also become beneficial for 
them. 

In contrast to accounting-consultants, the process of auditors has been characterized by internal 
orientation and more administrative innovation, while the accounting-consultants have been 
externally oriented with close ties to the customer. These different orientations requires different 
organizational settings which needs to be reexamined if one is to change direction. The 
transformation from the auditors includes: achieve organizational efficiency in order to lower costs; 
give more responsibility to their employees working as accounting-consultants; and become more 
customer oriented.

The reallocation of an auditor’s resources is aimed to imitate the resource structure of the 
accounting-consultants in order to substitute their services. Unlike the organization of accounting-
consultants, which has been working with these routines for a while, theses routines will be new for 
the organization of auditors. With the increased responsibility of accounting-consultants and 
especially the introduction of a consultant’s report, similar behavior is expected, although not to the 
same degree as with the auditors. This type of reallocation of a firm’s resources aimed at imitating 
competitors is extremely difficult (Teece et al., 1997, p. 525-526) and can not be regarded to 
contribute with sustainable competitive advantage because the resources need to be imitable and 
non-substitutable according to Barney (1991, p. 111-112). Thus, the imitation process is likely to 
result in failure that magnifies the potential for additional alternatives to emerge. This behavior that 
occurs in the transition towards the post-deregulation era by the auditors confirms the hypothesis of 
product-process introduction described by Damanpour & Gopalakrishnan (2001, p. 59) and 
Naranjo-Gi (2009, p. 817); the hypothesis of positioning-learning reflected by the strategic 
perspectives of power and efficiency; and finally, the transformation from “R&D” and internal 
orientation towards market and external orientation borrowed by Crossan & Apaydin (2010, p. 
1165).

It is not enough to examine firms’ processes in order to understand how they change in the 
transition towards the post-deregulation era. To further understand the transition, it  is necessary to 
also include how auditors orientate towards the market and compare that with how their counter-
parts orientate. The differences in how audit firms and accounting-consultant firms target their 
market could best be understood by the illustration in Figure 7 on next page:
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Figure 7. Differences in firms market approach.

The auditors and accounting-consultants are interdependent, where the former provides the latter 
with assignments. Each type of firm has their own interest group, but because the interest groups 
have not  been interviewed, Figure 7 can only  show with existing evidence that there is a one-way 
communication from the interest groups to the audit firm and to the market. On the other hand, the 
accounting-consultants, have a two-way communication with their interest group; they are, for 
instance, educated by SRF, get their license from SRF, follow the policies of SRF, and so on, while 
the auditors carry out this process internally.

Moreover, the accounting-consultant relies more on the market, and are more customer oriented 
than what their counter-parts are. In addition, the accounting-consultants rely  on others to shape the 
market, such as their interest group. The auditors, on the other hand, believe that the market needs 
to be properly informed and are more engaged in shaping the market, e.g, through heavy  marketing 
using their deep-pockets, and do not accept the guidelines from their interest group. Furthermore, 
the auditors do not believe that  the market knows what they want, even though they acknowledge 
that they are trying to become more customer oriented, which is illustrated by the dotted arrow, they 
do not have the right organizational setting to achieve this at the moment.

In order for the auditors to take part in the process of accounting-consultant, as illustrated by Figure 
6, the auditors have introduced new online-based services. All technical innovations are externally 
oriented and supplied by external software providers. However, as the competition is greater 
amongst the larger audit  firms, they innovate more internally, while the accounting-consultants do 
not have similar organizational setting they innovate less internally, which is connected to their 
external reliance explained earlier. A more thorough analysis is discussed regarding this issue at a 
later stage in this chapter. The interdependence between the auditors and accounting-consultants, as 
well as their respective innovativeness varies, i.e., not all firms are equal, which could depend on 
the firm size, firm age (Balasubramanian & Lee, 2008, p. 1031), personal- age and experience, or 
local presence of capabilities and personal ties.

When the audit  firms are reallocating their resources in order to match the process of the 
accounting-consultants, which includes less hierarchy and more responsibility delegated to the 
workers in order to become more customer oriented as mentioned before; they are also expanding 
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the horizontal and vertical boundaries of the firm that could potentially increase the existing 
knowledge and available information (Grant, 1996, p. 117-119). Supportive innovation systems that 
can capture this knowledge and information is then implemented and structured in such a way that 
motivates the employee to contribute with innovative ideas, which have the potential for the 
organizational innovativeness to flourish.

Before further analyses of the effects from the deregulation of the audit-industry is given, I will first 
continue to discuss how the industry was constructed before the deregulation and how that has 
developed during the transition period. With a simple snapshot, the industry could be seen as 
illustrated in Figure 8 below:

Figure 8. Industry perspective before the deregulation.

The accounting-consultants and auditors was closely  interdependent in which a clear role and 
mutual exchange of services between the firms existed. Auditors provided accounting-consultants 
with accounting assignments, and in turn the accounting-consultants provided the auditors with 
auditing assignments. Both were committed to increase each others value: they shared the work that 
existed in the process outlined in the beginning of this chapter, seen in Figure 6. All customers were 
bonded to have audit service (auditor’s report) and the three alternatives (auditor’s report, 
consultant’s report, and no report) discussed previously did not exist for them. The resources of the 
auditors and accounting-consultants was focused and characterized by homogeneity, e.g., audit 
firms employed auditors and accounting-consultants employed accounting-consultants.

The state of competition in this period of time could be compared to Bengtsson’s (1994, p. 243) 
arena of rivalry, where the competition is perceived to be stable, and competitive moves easy-to-
foresee. The order of interaction was in plain terms and order: customers interacted with 
accounting-consultants, who in turn interacted with auditors. The auditors did not have the need to 
directly  interact with the customers. But when the time of deregulation approached and when the 
firms began to reallocate their resources, the once established set of interactions began to take new 
forms and the harmony that once exited between the accounting-consultants and auditors were 
broken, as illustrated in Figure 9 on next page:
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Figure 9. The development within the industry during the transition towards deregulation.

In Figure 9, the auditors are beginning to offer the accounting-consulting services by themselves in 
order to secure their survival, and to increase or maintain their profitability. The audit service is still 
needed for some of the accounting-consultants and their customers, so they are still interacting and 
sending assignments to the auditors. As the accounting-consultants and auditors are no longer 
increasing each others value, their respective interest group has taken over that role. The interaction 
between the interest groups has augmented, whereas the interaction between accounting-consultants 
and auditors is expected to decrease. As a response to the strategic move by the auditors; the 
accounting-consultants are expected to introduce new services and in other ways to increase the 
value of their offers.

Although the financial returns are not measured, a clear focus-diversification approach is found 
amongst the accounting-consultants, a behavior that is consistent with the findings of Johnson et al. 
(1998, p. 287), and Zhong et al. (2008, p. 258). In order to repair the broken collaboration, one 
solution for the accounting-consultants, is to keep the assignments within their own organization by 
obtaining auditors of their own. Secondly, the increasing independence for the accounting-
consultant brings further diversification into their business, as noted in their increased responsibility 
to their customers.

Similarly  it is noted that the auditors have a diversification-focus approach, however, it is not 
equally as clear as it is for the accounting-consultants. In this case, the employment of auditors is 
strangled, to instead have more focus on accounting-consultancy. This means that the auditors are 
imitating the process of accounting-consultants, thus they are also engaging in becoming more 
diversified on that front. Hence, the diversification-focus approach is not occurring in a straight 
forward fashion compared to the focus-diversification approach by the accounting-consultants. 
Teece et al., (1997, p. 514) suggests that imitation demands a lot of time and involves much costs. I 
continue the analysis regarding the issue of focus and diversification with the help of Teece’s 
argument in next paragraph.

The redistribution of resources by the audit firms is assumed to be more demanding than the 
changes that is occurring the organization of accounting-consultants. As previously outlined 
regarding the differences of processes between auditors and accounting-consultants: the auditors are 
streamlining their organization – changing their processes after the introduction of new products 
and services; imitating their counterparts to become more customer oriented; and increasing the 
responsibility of their employees. Yet, their market orientation, also discussed earlier, is different 
compared to the accounting-consultants, but necessary  in order for their organization to be aligned 
with the market. As the market is not familiar with the new approach engaged by the auditors, it 
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needs to be shaped, or at least  until a balance is reached. The auditors are thus gradually  adapting to 
the market and simultaneously shaping it.

Although the industry is characterized by market leading innovation in which technical innovation 
follows, it seems as if the speed of technical innovation has increased. However, in order to 
conclude anything regarding the understanding of this hypothesis and its significance, more 
information is needed from the source of technical innovation. The determinants for this 
phenomenon and shifting behavior seems to come from the external environment of the firm, it is 
not only the firms who was targeted in this research that is involved in the innovation processes. 
Software-providers, banks, interest groups etc., are all involved in this development and needs to be 
further understood, demanding an in-depth inter-industry perspective or another research stream 
such as Wolfe’s (1994, p. 407) suggestion on the diffusion of innovation. A potential link between 
Suarez & Lanzolla’s (2005) theory  and Wolfe’s (1994, p. 407) categorization to observe the 
diffusion of innovation could thus exist.

Discussions has so far been made on how the industry was before the deregulation and changes that 
has occurred during the transition towards the post-deregulation era. With this in mind, I will try to 
make some final interpretations on how the audit industry has changed after the deregulation. To 
enhance this understanding, I have developed the illustrated industry construction that was 
previously  presented. The previous construction of the audit industry has been decomposed and 
changed by the new attractions and alternatives that  now exist on the market, as illustrated in Figure 
10 below:

Figure 10. Industry perspective after the deregulation.
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The key feature in Figure 10 is the separation of accounting-consultants and auditors that is caused 
by the augmented independence, and the attraction of new alternatives that exist on the market. 
Moreover, the new structure is also affected by the imitation that is occurring within their respective 
processes that was previously discussed. Auditors want to have closer ties with the customer, to 
achieve that they  are replaced with the former ties that they had with the accounting-consultants. As 
the importance of an auditor for the customers has decreased, and the importance of an accounting-
consultant has increased, the former inter-dependency has been reversed. In addition, the 
importance of external stakeholders and inter-industry  dependency has also been characterized by 
incremental advancements.

While there might exist  several potential explanations for the change that is occurring, I will try  to 
provide with further understanding by interpreting the context with the help of the theoretical 
framework. Both auditors and accounting-consultants are dependent on external stakeholders 
outside their industry, which inhibits them to take action against the changes because of the 
unknown reaction that the external stakeholders will have. According to Bengtsson (1994, p. 245), 
the limited interaction that exist suggests for a competition within the revolutionary arena, which 
creates external and internal mobilization that is temporary in character. However, as previously 
described, this varies between auditors and accounting-consultants with respect to their different 
market orientation. The conflict  is greater within the auditors and less within the accounting-
consultants, whom to a greater extent adapts and accept the external stakeholders and large audit 
firms.

Not only  is the auditors entering the zone of accounting-consultants, it  is also attacked by  the 
external stakeholders, for example, the banks are offering online accounting-services. The finding 
in current study is consistent  with Blomgren (2006, p. 178) who argues that the value-chain will 
eventually be put up  for grabs after deregulation as the companies are becoming more externally 
oriented. Moreover, it seems as if the accounting-consultants are more inclined to perceive the 
industry as consisting of complementors as suggested by Brandenburger & Nalebuff (1995, p. 60), 
whereas the auditors are more inclined to use the perspective of five forces, which is more 
competitive in nature, as suggested by Porter (1979, p. 141). These differences together with the 
differences in approaching the market as previously illustrated in Figure 7, makes the accounting-
consultants to be shaped by  external stakeholders and more vulnerable for industry games, whereas 
the opposite is true for the auditors. However, as the accounting-consultants have the tendency to 
run in packs in accordance with Van de Ven (2005, p. 373), the introduction of any disruptive 
innovation within the industry could be less threatening for them, at least in the short term.

The findings of this research seems to also corroborate with the observation by  Thomas & D’Aveni 
(2009, p. 399) regarding exponentially  increased intra- and inter-industry heterogeneity. There are 
several statements by  the respondents that confirm this, for instance, one respondent who 
proclaimed that “what has happened the last five years is as much as has happened like 15 years 
before it”. The industry has witnessed increased mobility, such as employees that are more inclined 
than before to start their own company, or the presence of less loyalty among employees who 
begins to work for competitors. On the other hand, the customers are less mobile, but this tendency 
remains to bear witness, which the industry is currently preparing for.

If the audit-industry once been characterized by homogeneity, for whatever reasons, probably due to 
its abnormal growth or that the industry was held up  by a monopoly  structure; when this monopoly 
structure decomposes, and further accelerated by the deregulation, it  is not illogical that activities of 
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mobility  appears. The structure that holds the customer immobile, on the other hand, could be their 
tie to the individual auditor or accounting-consultant rather than laws, regulations, brand or other 
organizational traits such as deep-pockets. Deep-pockets are characterized by the heavy marketing 
efforts, and overloaded activities of merger and acquisitions that seek to balance the equilibrium, 
while the mobility of employees are disequilibrium seeking.

As already stated, auditors exist in the revolutionary arena that is assumed to be temporary in nature 
– signaling a transition period in accordance with Bengtsson (1994, p. 245). During this transition 
period, the logic used by auditors is to maintain the previous industry  position, as it is rooted in 
their pervious organizational practice; which, as mentioned before takes long time to change. The 
behavior characterized by  conflicts between the audit firms under the transition such as the price 
compression, is not adding to their long-term competitive advantage according to Porter (1996, p. 
75). Furthermore, when the auditors are creating their own group of customers during the transition 
period, it seems as if the benefits are only  absorbed by  the customers at the moment. On the other 
hand, it is difficult  to say what impact this will have on the audit firms future position and whether 
this behavior is a sustainable and organizational capabilities sufficient. Although the recruitment of 
auditors has been strangled, I agree with Porter (1996, p. 70-74) that further trade-offs between 
activities might be needed in order to secure the long-term position of the firm. If their long-term 
position is not secured, there is a threat to become a medium-sized firm, by loosing market share to 
new entrants, incumbents or external stakeholders, related to the argument of Porter (1980, p. 43) as 
being stuck in the middle, a position that is least profitable.

The reaction by  the auditors towards the external environment and their competitors such as the 
price compression has impacted their internal state of organizational innovativeness. This 
innovativeness is characterized by administrative innovation where systems are build in order to 
improve and support the external related events, e.g., the system of constructing prices and invoices. 
Although both auditors and accounting-consultants are external oriented in acquiring technical 
innovation, it is used differently  depending on their market orientation. Auditors use the technical 
innovation in order to compete with the accounting-consultants and tie the customers to their 
organization, whereas the existing accounting-consultants use technical innovations as way to 
solely  adapt to the market. Thus, it seems as if the auditors are having more complex innovation 
stage, which rejects hypothesis of simple innovation stage that was hypothesized to suit firms with 
the perspective of the competitive forces. However, as the auditors are becoming more complex in 
their organizational structure – converting to the zone of accounting-consultants as initially 
described in this chapter, they  should as according to Damanpour (1988, p. 550-551), also be better 
on both simple and complex innovation stage. Similarly, accounting-consultants should also be 
good at both, but they are limited in doing so as they are running in packs and solely adapts to its 
environment.
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6. Conclusions
________________________________________________________________________
This chapter concludes the key findings and knowledge contribution produced from this research 
together with discussions on whether the research questions and objectives are achieved, the 
potential implications, and suggestions for future research.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

This paper began with a short background including the expected changes that the audit-industry 
had as a result of the deregulation followed by theories that  could explain these expectations. The 
literature review provided three important assumptions that formed the methodological choices for 
conducting this research. After the empirical investigation, the understanding of the expected effects 
from the deregulation increased even more, giving insights into its reasons and how the industry 
goes about achieving these expectations. 

The purpose of this research was to answer the challenging research question that had a two 
dimensional time aspect, interconnected between past  and present, i.e., how firms have changed 
from pre-deregulation to the post-deregulation era. In particular, this thesis was designed to answer 
the following research questions: (1) how the innovativeness of firms within the audit industry has 
changed after the deregulation; and (2) what the current state of firms’ innovativeness is after the 
deregulation. The research questions were structured to overlap, where the first question was more 
abstract and the second more concrete.

In order to answer the research questions, this study provided an alternative approach for 
investigating the deregulatory effects and their impact on the firms’ strategic environment and 
innovativeness. The approach included different perspectives on strategy and competition covering  
both market power and efficiency, which are substantially different form one another. By using a 
broad theoretical perspective for investigating the deregulatory effects, this study has shown that a 
rich understanding could be achieved, which might also be one of the significant contributions from 
this study. The theoretical framework in Table 1 from Chapter 2 has been empirically tested and 
proven to serve as a useful tool in order to understand the dynamic of industries, when applied in 
reality where competition is eminent.

This thesis highlighted the potential limitations that previous studies have on the effects in the early 
stage of deregulation. Because the pattern of deregulatory effects takes a long time to detect, an 
approach to observe activities on secondary level interpreted through narratives of industry-
members was suggested rather than the primary level of the firms’ activities. By using such an 
approach, the results of this research shows that many patterns could be found on where the 
industry is heading.

While the second research question could be answered after the empirical investigation, the second 
question could not be answered until the analysis chapter, which demanded an in-depth 
understanding and interpretation with the help  of the theoretical framework. The empirical data 
were collected and presented from the industry-members’ views on market power, efficiency and 
organizational innovativeness, which showed that the strategic environment was perceived 
differently by the two groups who make up the industry, consisting of auditors and accounting-
consultants. Together their view provided something similar to a thesis, anti-thesis, and synthesis. 
The data of market power included emerging segments, how strategic environment is shaped, and 
how firms cooperate and compete simultaneously (co-opetition). In contrast, the data of efficiency 
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included trajectories and paths discovered by  their shifting focus on processes and capabilities that 
change their positions – manifesting the activities of co-opetition including the battle of each other's 
processes where organizational innovativeness is exploited depending on how the firms adapt to the 
changes within the industry.

Figures that illustrate and interpret these changes were presented and analyzed showing the 
development on both a process- and industry level. The most significant findings to emerge from 
the interpreted empirical data gathered from the audit industry included: how and why conflict 
arise, which causes the firms to redistribute their resources; in what direction this redistribution of 
resources is occurring and what impact it has on the firms’ market orientation, all these things 
which visualize how the firms have changed from pre-deregulation to post-deregulation at an 
industry level. The organizational innovativeness that this research seeks to explain is thus 
following the stated factors that were detected. These details relating to changes from pre-
deregulation to post-deregulation are available in the previous chapter.

Furthermore, a conclusion could be drawn that the concept of firms’ innovativeness was 
successfully  explored with the help  of complementing concepts of competition and deregulation. In 
addition, the utilization of the three different concepts (strategy and competition, deregulation, and 
organizational innovativeness) provided a new understanding of the audit industry, a gap that has 
not been found to be bridged by other scholars. Interestingly, the concept of deregulation could be 
understood as accelerating the strategic changes making it possible to capture the understanding of 
industry dynamics in a short period of time. To summarize the key contributions to knowledge from 
this research, it could be said that  they include aspects of theoretical, methodological, and 
managerial/practical contribution.

The theoretical knowledge is as initially  explained in this chapter found in Table 1, which provides 
a framework for understanding how specific firms are expected to change as a result of 
deregulation. The methodological contribution is the insight in how to go about detecting and 
understanding the behavior of firms occurring in the early phase of deregulation which might 
determine the later stage of deregulation. Finally, the mentioned theoretical- and methodological 
contribution could be used as a managerial tool in order to understand the considerable changes that 
are occurring in the firms’ environment. With this understanding, a firm could increase the current 
value that it has, which otherwise could have been missed or captured at a low value, if detected at a 
later stage. Thus, it can help a firm to better grasp the potential opportunities that emerge during 
deregulation or rapid change.

Future research of deregulation is encouraged to enhance the approach of different theoretical 
concepts and to develop the methodology for studying industry effects in the early phase of 
deregulation. The latter is regarded to be especially important, as the early phase of deregulation 
could throw light on additional understanding and develop additional knowledge within the field of  
organizational innovativeness. Although the objectives of this research have been achieved, a 
number of important limitations need to be considered. These together with suggestions for future 
research are discussed in the following section.
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6.1 Implications and Suggestions for Future research

The unit of analysis that this research has targeted which includes auditors and accounting-
consultants, needs some considerations. In order to achieve a more objective and rich understanding 
of the development within the audit industry and the developed theoretical framework, further unit 
of analysis is encouraged to be examined. Such units of analysis are, for example, those who where 
named external stakeholders: tax authority, credit institutions, interest groups, software developers, 
the customers of the provided services, and the insurance agencies for the industry. For instance, in 
order to understand the technical innovation, which was externally oriented, these firms could 
provide interesting and additional understanding of innovativeness. Moreover, the market 
orientation of auditors and accounting-consultants could better be understood by investigating credit 
institutions and the interest groups’ (FAR & SRF) point of view on the industry  development as a 
result of the deregulation.

Although this research included elements of longitudinal approach, future research is encouraged to 
improve this approach. For instance, the collected data for describing the processes are very 
simplified because the data are based on interviews which may have missed important issues. 
Future research could base the understanding of the processes within industries by  further 
observations that include a longer time aspect such as a financial year and explain the content of the 
process from beginning to end in more detail. Moreover, the sample that was used for this research 
included firms from one geographical area and city: the empirical investigation gave indications of 
geographical differences in the demand for the offered services, this can also be found in available 
research (e.g., Svanström, 2008, p. 287), and interdependence of geographical areas. Suggestions 
are therefore made to test the framework on additional geographical areas and further clarify  their 
potential interdependence.

Throughout the research, it  has been mentioned that the theories are overlapping, in particular the 
literature on competition and strategy. Although this research has attempted to distinguish and find 
linkage between them, further identifications could be necessary  in order to increase their 
applicability and explanatory power of the connections that exist between firms and industries. That 
is to say, what are the similarities and differences among the competitive forces, conflict school, 
resource-based school, and dynamic school? The linkage and connection between different concepts 
has just recently  been a subject for research, for example, Parayitam & Guru-Gharana (2010) made 
an attempt to distinguish the resource-based school and dynamic-school by first going back to their 
economic roots.

Finally, the developed theoretical framework that was used for the audit industry could be tested on 
other industries that  are perhaps more technically intensive and produce technical innovation 
internally as opposed to administrative innovation. This is also connected to the alternative unit  of 
analysis that was previously  suggested and could be a beneficial contribution to the literature of 
organizational innovativeness. Quantitative measures are also encouraged, as well as other creative 
methodological approaches, such as experimentations, that perhaps could resemble the CERN 
Laboratory near Geneva where attempts on replicating the beginning of  the universe are made.
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Appendix 1: Interview Guide - English

Research Questions Interview Questions

I) Deregulation
- pre-deregulation
- post-deregulation

- Open question
- How has deregulation effected your business and way of working?

- Have you prepared anything in advanced for the deregulation? Are you 
still planning?

- How did you prepare and when did you start preparing?
- Was the change as expected?
- What effect do you think that deregulation will have for the 

business in near future?
- What is your general attitude towards the deregulation?

II) Strategy and Competition
- Deliberate/Emergent
- Certainty/Uncertainty

- Open question (observe the other themes)
- How do you perceive the competitive environment to be for your 

business? 
- How has it changed the recent period of time? Has the deregulation 

effected the competitive environment? 
- How do you work in order to catch up with the environment?

- Do you plan much or does it come “naturally”?
- Do you currently feel comfortable with the environment, in contrast to 

the past (i.e. in the period before deregulation)? 

a) Competitive Forces
- Industry Structure

- Buyers/clients
- Suppliers
- Rivalry
- Entry barriers
- Substitutes
- Positioning/learning
(- Certainty/uncertainty)

- How would you explain the attitudes of your clients, have they changed (e.g. 
in what they demand?) after deregulation...is there buyers other than clients? 
(how has it changed)

- Could you explain who your suppliers are?  (how has it changed?)
- *Do they offer something new? Do you perceive their offers to be more 

valuable now than before?
- Who is competing against who, is there a chain of suppliers vs. another 

chain of suppliers? (auditors vs. consultants?)
- How do you perceive the risk for new entrants to be? Perception/attitude 

towards entry barriers?
- Intra- and inter industry threats? (open question)
- Do you see any new segments opening up?

- Are you familiar with any potential substitutes for what the industry is 
currently offering? 

- What is your general attitudes towards environment, has it changed in its 
“stability” or “uncertainty”? Or do you feel your work is the same as before?

- Is there a greater need for learning contra before the deregulation? If so, how 
do you put efforts in learning?

b) Conflict School
- Interaction between 

competitors
- New interactions
- Old interactions

- Value creation (co-
opetition)

- Open observation (together with questions in theme a, c, & b)
- How do you perceive current attitudes between competitors to be contra 

previous?
- e.g. consultants vs. auditors, etc. (how does your work get affected by 

each other? Before and after deregulation?)
- Are there any interventions that is being made (who, what, when, 

how)?
- Do you perceive it as a threat or opportunity?

- *Are you working together with other organizations or firms to increase 
the value in your offers? 

- (wait.) Have you attended in any new type of gatherings, which is 
different from before? before and after the deregulation? Have you 
received any new contacts? or interesting business opportunities?

 



c) Resource-based School
- Resource structure

- Homogeneity/
heterogeneity

- Mobility/immobility

- Changes/reallocation of resources? (physical, organizational, and human)
- Development of new resources?
- Acquired resources?
- Removal of resources?
- What is your strength (advantage) respective weakness (disadvantage) 

relative to others in the audit-industry?
- Indicators: budget, degree of planning, employment, networking (other 

than competitors), degree of authority (e.g. in decision making), IT 
(software, hardware), office equipment, etc. (pre- and post-deregulation)

d) Dynamic School
- Processes
- Positions
- paths
- Learning/positioning
(- Uncertainty/certainty)

- Could you describe the process from “raw” material to final output?
- How has that changed/developed recently? good or bad?
- Could you elaborate the role of consultants and auditors in that process? 

- Is there any risk-factors involved?
- Is there potential for increased role of others in that process?
- Could the process be improved?
- Do you feel pressure to change the process?
- How does the “time aspect” of the process look like?
- Do you learn anything new during and after that process?

- Does those learnings lead to any changes? If yes, how do you go 
about it?  if not, why?

III) Innovation
- innovation stage

- implementation/adaption
- simple/complex
- process/product

- innovation characteristics
- technical/non-technical
- innovation attributes

- internal developed/external 
acquired
- internal/external 

orientation
- Attitude towards first-mover

- Open question (observe the other themes)
- How would you explain the innovativeness within the audit-industry in 

general?
- What would you regard to be innovative in your work, or that is used to 

carry out your work?
- The innovativeness within the process explained earlier?

- **Who provides with it? (e.g. small firms?, big firms?, Other 
industries?, such as IT?, Associations, government? etc.)

- Which part of the process demands more in terms of 
innovativeness?

- Which part of the process is more likely to be renewed or which 
part would you like to be improved?

- Attitude towards technology
- How would you invest in innovation or technology if you where to 

take such decision, acquiring, develop, or using external source?
- Do you feel that there is a demand for you or your organization to 

change and improve? In what ways would you like to change and 
improve?

- Or do you feel you need to adopt to your environment? In what ways? 
- Do you have capacity to take on new clients? (if demand increases) 

How many? How would you like to work with increased amount of 
clients? 

- Do your clients have the capacity to do the audit-process entirely or 
partly themselves? With what methods? Which kind of clients are 
those?

- Have you introduced any new way of working lately? New methods?
- **Is there companies or organizations outside/external to the audit-

industry which innovates (e.g. in terms of bookkeeping, or other reporting 
standards, etc. which is now part of the auditing process)?



Appendix 2: Interview Guide - Swedish

Forskningsfrågor Intervjufrågor

I) Avreglering
- före avreglering
- efter avreglering

- Öppen fråga
- Hur har avregleringen påverkat din verksamhet och sätt att arbeta?

- Har du förberett något i förväg för avregleringen? Planerar du 
fortfarande?

- Hur förberedde du dig och när började du förbereda dig?
- Var förändringen som förväntat?
- Vilken effekt tror du att en avregleringen kommer att ha för 

verksamhet inom snar framtid?
- Vilken är din allmänna inställning mot avregleringen?

II) Strategi och konkurrens
- Avsiktlig / Uppdykande
- Stabilitet / Osäkerhet

- Öppen fråga (observera andra teman)
- Hur upplever du konkurrensmiljön vara för din verksamhet?
- Hur har det förändrats den senaste tiden? har avregleringen påverkat 

konkurrenssituationen? 
- Hur arbetar du för att komma ikapp med din omgivning?

- Planerar du mycket eller sker arbetet "naturligt"?
- Känner du dig för närvarande bekväm med din omgivning, i motsats 

till tidigare (dvs. perioden före avregleringen)?

a) Konkurrenskrafter
- Branschstruktur

- Kunder/klienter
- Leverantörer
- Rivalitet
- Inträdesbarriärer
- Substitut
- Positionering/lärande
(- Bekvämlighet/
osäkerhet)

- Hur skulle du förklara attityden av dina klienter/kunder, har de förändrats 
(t.ex. i vad de efterfrågar? - Före, efter och under avregleringen?)... finns det 
andra köpare än dina klienter? (hur har det förändrats)

- Kan du förklara vilka dina leverantörer är? (hur har det förändrats?)
- * Erbjuder du något nytt? ] anser du att deras (leverantörerna) 

erbjudanden är mer värdefull nu än tidigare?
- Vem konkurrerar mot vem, finns det en kedja av leverantörer kontra en 

annan kedja av leverantörer? (t.ex. revisorer vs konsulter? andra?)
- Hur ser du på risken att nya aktörer går in på marknaden? uppfattning / attityd 

mot inträdes-barriärer - /hinder?
- Hot inom branschen och hot från andra branscher? (öppen fråga)
- Ser du några nya segment som öppnas? 

- Är du bekant med några potentiella substitut för vad branschen erbjuder idag?
- Vilken är din allmänna inställning till din omgivning, har den förändrats i 

termer av "stabilitet" eller "osäkerhet"? Eller tycker du att ditt arbete är den 
samma som tidigare?

- Finns det ett större behov av lärande nu contra innan och under 
avregleringen? Om ja, hur anstränger du dig för att lära?

b) Konfliktbaserade skolan
- Interaktioner mellan 

konkurrenter
- Nya interaktioner
- Gammla interaktioner

- Värdeskapande (co-
opetition)

- Öppen observation (tillsammans med frågor i tema a, c, & b)
- Hur upplever du nuvarande attityder och interaktioner mellan 

konkurrenter att vara kontra tidigare? (innan, under och efter 
avregleringen) (nya interaktioner? Förändrade interaktioner?)

- t.ex. rollen mellan konsulter och revisorer etc. (Hur påverkas ditt 
arbete av varandra? Före, under, och efter avregleringen?)

- Finns det några insatser som görs (vem, vad, när, hur)?
- Uppfattar du de som hot eller möjligheter?

- * Arbetar du tillsammans med andra organisationer eller företag för att 
öka värdet i dina/era erbjudanden?

- (vänta.) Har du deltagit i någon ny typ av sammankomster, som skiljer 
sig från tidigare? Före, under, och efter avregleringen? Har du 
mottagit/upprättat några nya kontakter? Eller intressanta 
affärsmöjligheter?

 



c) Resursbaserade skolan
- Resurs struktur

- Homogenitet/
heterogenitet

- Rörlighet/orörlighet

- Ändringar / omfördelning av resurser? (fysiska, organisatoriska och 
mänskliga)

- Utveckling av nya resurser?
- Förvärvade resurser?
- Avlägsnande eller borttagande av resurser?

- Vad är din/er styrka (fördel) respektive svaghet (nackdel) i förhållande till 
andra inom revisions-branschen?

- Indikatorer: budget, grad av planering, anställning, nätverkande (andra än 
konkurrenter), grad av auktoritet (t.ex. i beslutsfattande), IT (mjukvara, 
hårdvara), kontorsutrustning m.m. (före- och efter avregleringen)

d) Dynamiska skolan
- Processer
- Positioner
- Vägar
- Lärande/Positionering
(- Osäkerhet/Säkerhet)

- Kan du beskriva processen från "rå "-material till slutresultat/färdigt arbetet?
- Hur har det förändrats eller utvecklats på senaste tiden? Bra eller dåligt?
- Kan du ge en detaljerad beskrivning av rollen som konsulter och revisorer 

i denna process?
- Finns det någon risk-faktorer som spelar in?
- Finns det potential för ökad roll av andra i denna process?
- Kan processen förbättras?
- Känner du dig pressad att förändra inom denna process?
- Hur ser "tidsaspekten" av denna process ut?
- Lär du dig något nytt under och efter denna process?

- Har dessa lärdomar lett till några förändringar? Om ja, hur går det 
till väga (ge exempel på en sådan förändring)? Om inte, varför?

III) Innovation
- innovationsskedet

- genomförande/anpassning
- enkel/komplex
- process/produkt

- innovation egenskaper
- teknisk/icke-teknisk
- innovation attribut

- intern utvecklat / externt 
förvärvat
- intern/extern orientering

- Attityder till först på 
marknaden

- Öppen fråga (observera andra teman)
- Hur skulle du förklara revisionsbranschens innovationsförmåga i 

allmänhet? Nyskapande?
- Vad anser du är innovativt inom ditt arbete? Eller typ av innovation som 

används för att utfärda ditt arbete?
- Hur ser nyskapandet i processen som tidigare beskrevs? (rå till slut)

- ** Vem eller vilka bidrar med detta? (t.ex. små företag?, stora 
företag?, Andra branscher?, Såsom IT?, Föreningar, myndigheter? 
etc.)

- Vilken del av processen kräver mer i form av innovationsförmåga?
- Vilken del av processen är mer sannolikt att förnyas eller vilken del 

skulle du vilja bli se förbättras?
- Vad är din attityd till teknik eller teknologi? Vart finns sådant?
- Hur skulle du investera i innovationer och teknik eller om om 

sådan möjlighet dök upp eller om du stod inför sådant beslut: att 
förvärva, utveckla, eller genom extern källa?

- Känner du att det finns krav (efterfråga) för dig eller din organisation 
att förändra och förbättra? På vilket sätt skulle du vilja förändra och 
förbättra?

- Eller känner du att du behöver anpassa din verksamhet för 
omgivningen? På vilket sätt?

- Har du förmåga och kapacitet att ta an nya kunder? (om efterfrågan 
ökar) Hur många? Hur skulle du vilja arbeta med ökad mängd kunder?

- Har dina kunder kapaciteten att helt eller delvis göra revisions-
processen själva? Med vilka medel? Vilka typer av kunder är dessa?

- Har du infört några nya sätt att arbeta senaste tiden? Nya metoder?
- ** Finns det företag eller organisationer utanför / externt till 

revisionsbranschen som utvecklar och bidrar med innovationer (t.ex. i 
fråga om bokföring, eller andra rapporteringsstandarder etc. som numera 
ingår i revisionsprocessen)?
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