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1. The market and its growth rate hav

4. Few initial barriers exist to prevent firms from entering the market. There may be
barriers to eventual success (such as limited retail space); however, that may not
be evident at the outset.

5. Some potential entrants have low visibility and their intentions are unknown or

uncertain, As a result, the quantity and commitment of the competitors are Eﬁm_v\ to be
underestimated.
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evolving market.

Changing Technology

Developing first-generation technology can involve a commit
production facilities that may become obsolete and to a techn
safe strategy is to wait until it is clear which technology will
improve it with a compatible entry. When the principal competitors have committed themselves
the most promising avenues for the development of a sustainable competitive advantage become
more visible. In contrast, the early entry has to navigate with a great deal of uncertainty.
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Disappointing Market Growth

Many shakeouts and price wars occur when market growth falls below expectations. Sometimes
the market was an illusion to begin with. Internet-based B2B exchanges did not provide value to
firms that already had supplier relationships that were, on balance, superior to the B2B
exchanges. There was an absence of a compelling value proposition to overcome marketplace
inertia. Sometimes the need is so apparent that potential growth seems assured. However, this
potential may not be realized for many reasons. For example, the demand for computers exists
in many underdeveloped countries, but a lack of funds and the absence of suitable technology
inhibit buying.

The demand might be real but might simply take longer to materialize because the
technology is not ready or because customers are slow to change. Demand for electronic
banking, for example, took many years longer than expected to materialize.

Forecasting demand is difficult, especially when the market is new, dynamic, and glamor-
ized. This difficulty is illustrated by an analysis of more than 90 forecasts of significant new
products, markets, and technologies that appeared in Business Week, Fortune, and the Wall
Street Journal from 1960 to 1979.° Forecast growth failed to materialize in about 55 percent of
the cases cited. Among the reasons were overvaluation of technologies (e.g., three-dimensional
color TV and tooth-decay vaccines), consumer demand (e.g,, two-way cable TV, quadraphonic
stereo, and dehydrated foods), a failure to consider the cost barrier (e.g., the SST and moving
sidewalks), or political problems (e.g., marine mining). The forecasts for roll-your-own cigarettes,
small cigars, Scotch whiskey, and CB radios suffered from shifts in consumer needs and
preferences.

Price Instability

When the creation of excess capacity results in price pressures, industry profitability may vM
short-lived, especially in an industry such as airlines or steel, in which fixed costs are Emr an
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