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Abstract 

This thesis will compare and examine three different chainsaw models with re-
spect to price, elasticity, price discrimination, product differentiation and durabili-
ty. The three different saws are all aiming at different customer groups; hobby 
users, leisure users and professional users. The demands and needs of this 
groups differs a lot.  

The hobby users have the largest amount of different saws to choose from, this 
is a field with many different brands and the quality varies a lot, this implies that 
here is a fierce competition with respect to price. This indirect affects the elastic-
ity and possibilities to price discriminate and product differentiation. I found that 
this model has the highest elasticity which is perfectly inline with the theory. 
Here is also a low possibility to price discriminate and the durability is the low-
est. The other two models examined, the leisure and professional, are located 
in less competitive segments and from this follows that the professional model 
which has the smallest amount of competitors also has the lowest elasticity. 
Here was also the possibility to price discriminate the highest, durability the best 
and the product were viewed as differentiated. 
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Sammanfattning 

Denna uppsats kommer jämföra och undersöka tre olika motorsågsmodeller 
med fokus på pris, elasticitet, prisdiskriminering, produktdifferentiering och håll-
barhet. De tre olika sågarna riktar sig alla till olika kundgrupper; hobbyanvända-
re, fritidsanvändare och proffesionella användare. Kraven och behoven mellan 
dessa grupper varierar mycket.                                                                                   

Hobbyanvändaren har flest olika modeller att välja bland, det här är ett segment 
där det finns många olika märken och kvalitéer att välja mellan. Indirekt påver-
kar det här elasticiteten vilken jag fann, vilket också är i linje med teorin för elas-
ticitet, var den högsta för hobbysågen. De andra två modellerna, fritids och 
proffs, befinner sig i sortiment med ett mindre antal konkurrenter och här fann 
jag att proffsmodellen, som har minst antal konkurrenter, också hade den lägsta 
elasticiteten. I detta segment finns också den största möjligheten för prisdiskri-
minering eftersom här upplevs produkten mest differentierad vilket den även är.  
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1 Husqvarna AB 

As the world’s leading manufacturer of chainsaws, Husqvarna AB covers all 
thinkable segments of this product. From the simplest chainsaw only to be used 
in everyman’s garden to the most sophisticated models only used by profes-
sionals. 

As a company Husqvarna wants to cover all these segments but to be able to 
differentiate products the company uses different brands and level of technolo-
gy in the different fields. The brand name Husqvarna is only used on the high 
end products, since for ages Husqvarna is associated with high quality and 
mostly products for professionals. 

To be able to maintain a reputation as a high quality manufacturer and still cov-
er the whole market Husqvarna needs to differentiate their products and brands. 
Starting to produce saws for hobby use with the brand name Husqvarna would 
lead to a decrease in associations with quality when thinking of the name Husq-
varna. To solve this problem the company has aquired a number of brands to 
cover all different segments without decreasing the reputation of any of the 
used brands.  

Husqvarna has acquired brands like Partner and Jonsered to use for this prod-
uct and brand differentiation. As mentioned above the name Husqvarna is used 
on products for professional users. Jonsered is also mostly for this group of cus-
tomer but with a completely different marketing strategy compared to Husqvar-
na. Partner is the broad market for leisure and hobby customers. 

This is a wise strategy as long as the products and brands really are seen as 
differentiated. The sharing of components to a large extent would lead to a de-
crease in credibility since customer would ask the question why to pay more on-
ly for a brand associated with high quality when a brand associated with lower 
quality is built on the same components. On the other hand there are  compo-
nents that can be shared without risking this, there are also synergies to be 
found in the production process with for example the sharing of knowledge.  

From the large range of products when counting all different products and 
brands I have choosen to look at and examine three different saws. One saw 
constructed only to be used in the garden, hobby use, one constructed for with 
a little higher demand, leisure use and finally one constructed for the most de-
manding customers: the professional ones. I will try to compare them with re-
spect to price elasticity, price discrimination, product differentiation and durabili-
ty.  

The hobby saw will be represented by the brand Partner and the other two by 
the brand Husqvarna. This makes it intresting since also the brand name and its 
association might affect elasticity and if we consider products as differentiated 
or as substitutes. 

At a first glance customers not accustomed to saws might consider any saw as 
good as the other and a professional customer almost would laugh at a state-
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ment like that. I will describe both the different groups of customers and how the 
different saws are differentiated from each other. 

A question raised at this level is then if these products can be considered as dif-
ferentiated or are they substitutes? The answer depends on the customer! As 
will follow the hobby saw is in one aspect ten times as expensive as the profes-
sional one. This of course raises many interesting questions of which I will try to 
answer some. 

1.1 Purpose 

The purpose of this thesis is to examine and explain pricing of three different 
chainsaw models with respect to elasticity, price discrimination, product diffe-
rentiation and durability. 

1.2 Previous Research 

The most relevant previous research that I found was made in 1983 by Louis 
Phlips. His essay in applied price theory: The Economies of Price Discrimination 
covers the most of the subjects I will cover and also tries to apply this to real 
world examples.   

1.3 Outline 

In Chapter 2, the theoretical framework, the concept of elasticity will be ex-
amined; also price discrimination, product differentiation and durability will be 
discussed.  

In Chapter 3 follows a short presentation of the history of the company. It also 
covers some facts of the current economic situation of the company and some 
information about locations of the production units in Sweden. 

Next – Chapter 4 – contains of customer and product desciption, here will follow 
a presentation of the models examined and the different groups they are aiming 
at. The information is gathered through interviews with representatives from the 
company.  

In Chapter 5 the knowledge gain from the previous chapter will be compared 
and analysed. 

And in the last part – Chapter 6 – the purpose, frame of reference, customer 
and product description, and analysis are put together in the conclusion.      
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2 Theoretical Framework 

Here will follow the theoretical part, the area most thoroughly explained is the 
price elasticity. Other areas briefly explained is: price discrimination, durability, 
the role of market forces and information and behavior. 

2.1 The Price Elasticity of Demand 

To describe how sensitive the demand for a good is to changes in price the 
measurement price elasticity is used. The price elasticity is defined as the per-
centage change of the quantity demanded when the price is changed by one 
percent.  

If the demanded quantity of a good is Q units at the price P and the demand is 
changed by ∆Q units by a small change in price, ∆P, the formula for price elas-
ticity is written: 

 

EP = (-1) * _dQ_ * _P_ 
                  dP       Q 

 

The slope of the curve is explained by dQ/dP and the position by P/Q. The price 
elasticity is negative since the demand curve is negatively sloping. If the price is 
raised, ∆P is positive, the demanded quantity decreases, ∆Q is negative. If the 
price is lowered -∆P the quantity demanded increases ∆Q is positive. In general 
the price elasticity is expressed as a positive number and that’s why the quota 
is multiplied by minus one so that Ep becomes positive (Andersson & Ohlsson, 
1999). 

Below is a figure that shows the elasticity on the demand curve  

 

Elastic demand (Ed > 1) 

The percentage change in demanded quantity is greater than the percentage 
change in price. Here the coefficient of elasticity is greater than one and the 
demand is elastic, the demanded quantity changes proportionately more than 
price changes. If Ed = 2, a 10 percent increase in price causes a 20 percent de-
crease in demanded quantity. When we have elastic demand the marginal cost 
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is close to the price, a firm facing this elasticity has a lot of competitors or the 
ability to substitute is high. 

Inelastic demand (Ed < 1) 

The percentage change in demanded quantity is less than the percentage 
change in price. Here the coefficient of elasticity is less than one and the de-
mand is inelastic. If Ed = 0.4, a 10 percent increase in price causes a 4 percent 
decrease in demanded quantity. Here the distance between price and marginal 
cost is higher, a commodity with this elasticity is harder to substitute or the 
competition in the market is lower.  

Unit elastic demand (Ed = 1) 

The percentage change in demanded quantity equals the percentage change in 
price. Here the coefficient of elasticity is one and the demand is unit elastic, the 
demanded quantity changes proportionately to changes in price. Ed = 1, a 10 
percent increase in price causes a 10 percent decrease in demanded quantity.  

Perfectly elastic demand (Ed = ∞) 

The demanded quantity is extremely responsive to changes in price. Buyers are 
here willing to buy all the units at the price $5 per unit but nothing at $5.10. This 
is a situation of perfect competition. Competition makes it impossible to charge 
a higher price since it results in no sales, the ability to substitute the good is 
very high. 

Perfectly inelastic demand (E = 0) 

The demanded quantity is completely unresponsive to changes in price. Inde-
pendent of price buyers is willing to buy the same amount. There is no competi-
tion or the commodity is impossible to substitute 

With this knowledge about the elasticity at a certain price you can tell how the 
consumer’s expenses for a good changes when the price changes (Mansfield, 
1994).   

2.2 Lerner Index of Market Power  

The left-hand side of the equation that here shall be derived is called the price-
cost margin. The price-cost margin is also called the Lerner Index of market 
power; it depends on the elasticity of demand. The price is close to MC when 
the demand is very elastic and when the demand is less elastic price exceeds 
MC.  

This formula is original for use when determinating the elasticity of demand fac-
ing a monopoly but the formula for price-cost margin can also be applied to a 
competitive situation, since in a situation of competitive equilibrium P = MC. 

A firm with very large market power or a monopoly maximizes when marginal 
revenue equals marginal cost: 

                                                     MR = MC      (2.1) 
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The right-hand side can be written: 

MR = p + _dP_ * Q = p(1 + _dP_ * _Q_) = p(1 + _1_)          (2.2) 
                              dQ                        dQ        P                  e 
 

E is defined as _dQ_ * _P_ 
                        dP        Q 

 

                                                   MR = p(1 + _1_)    (2.2) 
                                                                        e 

 

Here the e is the elasticity of demand. Substituting equation 2.2 for MR in equa-
tion 2.1 the equation can be written: 

                                                 (P – MC)   = _-1_  =             (2.3) 
                                                        P              e 
 

Here we can see that this formula can also be used in a competitive situation. 
Since in a perfect competitive equilibrium MC = P, and firms are price takers a 
firm trying to raise P above marginal cost will lose all sales. This goes along 
with the formula. If we take the left-hand side of the formula (2.3) and set P = 
MC this side becomes zero. This implies that the right-hand side of the formula 
goes of to infinity. With an extreme high elasticity of demand a very small 
change in price will result in a huge change in demand (Carlton & Perloff, 2005). 

2.3 Determination Factors of Price Elasticity 

2.3.1 Substitution Effect 

What factors then decide the price elasticity for a good? One important factor is 
to what extention other goods can fill the function of the good, i.e. if there are 
any substitutes for the good. This is called the substitution effect. If the good 
can easily be replaced by some other good the demand becomes more price 
sensitive than if there are no substitutes. Food and other essential commodities 
therefore have lower price elasticity than luxury goods. Further, some goods 
within a group of goods are more price sensitive than the whole group. The de-
mand for butter and margarine can therefore be more price sensitive than the 
demand for the whole group of cooking fat. 

To what extension a good can be replaced by another is often a question of the 
time perspective chosen. A demand curve based on empirical findings shows 
the demand during a certain period of time. If this period of time is short the 
demand tends to be less price sensitive than if there is a longer period. 

In the long run there is usually a larger probability to replace goods with each 
other than is possible in the short run. Let’s say that the price of oil increases, in 
the short run you are stuck with oil for heating, this limits the possibilities for 
substitution. In the long run these installations can be replaced by other sources 
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of heating, this leads to larger changes in the demand for oil in the long run than 
in the short run.  

Another factor affecting price elasticity is the price of the particular good in rela-
tion the total budget. A good that affects the budget by a small amount, for ex-
ample stamps, has lower price elasticity than a good taking up a larger part of 
the budget for example clothes (Grubbström, 1997). 

2.3.2 Competition 

Another major factor affecting the elasticity is the amount of competition facing 
the firm. In the situation of perfect competition the elasticity is infinite. Having 
perfect competition the marginal cost is equal to the price and a firm trying to 
raise price above marginal cost will lose all its sales (Andersson & Ohlsson, 
1999). 

The other way around, monopoly, here there is a large distance between mar-
ginal cost and price. A monopoly firm has ability to set price much higher than 
marginal cost without losing sales since there is no competition (Demsetz, 
1968). 

In other words, high competition leads to high elasticity and low competition 
leads to low elasticity. The amount of competing firms “decides” the possibility 
to substitute (Andersson & Ohlsson, 1999). 

2.3.3 Product Differentiation 

The definition of product differentiation is that the customers view the products 
from one firm as different from products coming from competing firms in the 
same industry 

There are two key concepts when studying an industry of differentiated prod-
ucts. First, as long as consumers think products are different they are differen-
tiated. For example, aspirin can be chemically identical but if consumers perce-
ive them as different and shop accordingly the product are effectively differen-
tiated. With a stronger brand and nicer packaging a firm may be able to charge 
a much higher price than the competitors. 

Second, when two brands are close substitutes the pricing of one brand has 
much more influence on the other brands pricing than if they were not close 
substitutes. Pepsi Cola and Coca Cola are close substitute and the effect on 
one of these brands pricing effects the other by far more than for example the 
pricing of Canada Dry Ginger Ale which also compete with Pepsi and Cola but 
cannot be said to be as close substitute as the other two (Arena, 1998).  

The brand name is much more than a label with the purpose to differentiate 
among the manufacturers of a product. As a symbol it represents a complex va-
riety of ideas and attributes. It provides the customers a lot of things, not only by 
the way it sounds but, through the body of associations it has acquired as a 
public object over a period of time. With the right brand name you may be able 
to obtain a rhythmic quality, for example Jell-O for desserts. It may also contain 
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meanings which advertising, merchandising, promotion, publicity, and also 
sheer length of existence have created. 

Into consideration must the character of the product, the human needs it serves 
and in what particular way it does it be taken. The dimensions used to evaluate 
the brands producing such goods and where “your” brand stands judging from 
these dimensions. (Scitovsky, 1944) 

2.4 Discrimination 

The main reason for price discrimination is to increase profit. It is profitable 
since a firm utilizes the customers which value the goods the most since these 
customers are also willing to pay a higher price for the good. There are three 
conditions that must be fulfilled for a firm to be able to price discriminate. These 
are: 

 

 The firm must have market power. This means that the firm can set 
price above marginal cost without losing all its business. If it doesn’t 
have market power it can never succeed in charging a higher than the 
competitive price to any consumer groups.  

 The firm needs knowledge about consumer’s willingness to pay, and 
this willingness must vary among different customers. It must be able 
to identify from which consumer group to charge a higher price. 

 The firm must have ability to prevent or limit resale. The customer 
paying the lower price shouldn’t be able to sell the product to the 
group paying the higher price. If resale is easy there is no possibility 
to charge a higher to one group of customers (Arnold, 2001). 

 
This is the static way of looking at price discrimination, as will follow when tak-
ing a dynamic perspective, that takes durability into consideration, may show an 
opposite result to the static analys (Waldman, 2003).  
 

2.4.1 Different Group Different Price 

Of course the firm doesn’t have enough information to charge a different price 
to every customer, when a firm has this information this is called first degree 
price discrimination, the degree of discrimination we are interested in is called 
imperfect price discrimination. 

The important thing here for the firm is to determine the elasticity of the custom-
er. As written above if it is possible to prevent resale and the firm knows the 
demand curve of a group then it can profitable set different prices to different 
groups (Nelson, 1970) 

2.5 Durability    

Producers of durable goods must make a decision regarding how long their 
products shall last. A producer can make the products more durable by initially 
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spending more money. Several factors affect a manufacture’s decision regard-
ing the durability. Most important is to determine whether the customers only 
care about the flow of services coming from a durable good (transportation from 
a car) or if they also value the durability of the product that provides the service 
(prefer a new car to an old). 

Important factors to consumers of durable goods are how long the product shall 
last and the resale value in future years. A producer of durable goods must ac-
cept a higher manufacturing cost but the higher durability of the good, the good 
can be sold at a higher price. A firm’s decision on how durable to make the 
good is affected by the market power of the firm. A higher market power makes 
it possible for the firm to increase the price more than the durability. 

There is a possibility for customers to increase the durability by service, the 
provider of service is labor. A firm with high market power doesn’t want its cus-
tomers substituting away from machine and toward labor, so they try to prevent 
this by vertical integration. It can take the form of contracts, the firm ties the cus-
tomer to the firm by forcing the customer to serve the machine at places con-
trolled by the firm. 

If resales are possible, the price customers are prepared to pay for a durable 
good is affected by the value of the services of the good during the time the 
customer owns it and the resale value. (Carlton & Perloff, 2005) 

According to Waldman (2003) a firm with high market power has a product line 
where the quality varies with the customers’ valuation of quality. The firm de-
creases the quality below the social optimum level to customers who don’t value 
quality. This in turn makes it possible to charge a higher price for high quality 
goods to customers who values quality. 

The firm can change the style or design of the durable good and that way lower 
the perceived quality of a used good. When this is the case, it is not the cus-
tomers that demand these changes but it makes the used products less substi-
tutable and makes it possible for the firm to charge a higher price on the new 
products. 

Again, if resale is possible the valuation of the good depends on the quality, 
both for customers that value quality a lot and those who don’t. One possible 
outcome is that customers that value quality purchase high quality goods and 
later sell the used goods to the customers who don’t value quality (Waldman, 
2003).      

2.6 The Role of Market Forces  

Consumers in general lack knowledge about cost conditions and therefore don’t 
know the minimum quality guaranteeing price. In fact, consumers can’t make a 
perfect anticipated quality ranking among different companies on the basis of 
price. One firm that has a higher price premium than another one may indicate 
a larger price premium, but can also indicate a more inefficient production.  

Luxurious storefronts and ornate signs may be supplied by a firm, not for direct 
consumer service but to assure a high quality level. Customers can then feel 



 

 9 

comfortable and feel that such a large investment in assuring quality for cus-
tomers will mean a great loss if the firm starts to cheat with the quality. 

It is necessary for customers to feel that they receive something when they pay 
a higher price for an advertised brand. A well known and expensive brand sell-
ing aspirin is, according to this thinking, likely to be better than unadvertised as-
pirin because it is expensive. Advertising of a brand name indicates the pres-
ence of a current and a future price premium. The premium on future sales is 
the company’s brand name capital which will be lost if the firm supplies lower 
than anticipated quality. Based on this customers can make the assumption that 
firms selling more highly advertised and higher priced goods will take more pre-
cautions in their production (Klein & Leffler, 1981). 

2.7 Information and Consumer Behavior  

Search is the most obvious procedure for the consumer in obtaining information 
about the price and quality of the product. The consumers are assumed already 
to know where they can obtain each of the options open to them. The problem 
for the consumer is to evaluate the utility of each option. Search is defined to in-
clude any way of evaluating options subject to two restrictions, 1: inspection of 
the option by the consumer, and 2: the inspection shall take place before pur-
chasing the brand. 

For example to evaluate different brands for canned tuna fish, the consumer 
then buys different brands of tuna fish for consumption and after this the con-
sumer can from several purchases determine which brand he prefers. This in-
formation collecting process is called “experience.” 

When a consumer has used a brand, its price and quality can be combined to 
give us estimates of the utility after the purchase. Before using the brand, all the 
knowledge the consumers have is the price of the good. Price provides only a 
wide sort of guide to choice, this leaves no other choice for the consumers but 
to assume a generally positive relationship between price and quality. With no 
other information the consumer doesn’t know if he is better off experimenting 
with low- or high priced brands. 

Consumers have an alternative to search, experience, which means that the 
consumers determine the quality of the brands by purchasing them and then us-
ing them (Nelson, 1970). 
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3 History and Facts of Husqvarna AB 

What in 1689 started as a factory drilling rifle barrels has today developed into 
one of the world´s leading chainsaw producers. During the centuries the com-
pany has produced rifles, sewing machines, stoves, various cast iron products, 
bikes and motorcycles among other things. The motorcycles had great success 
in motor sport and won several titles in the world cup for motocross (Husqvarna 
AB, 2006a). 

The first chainsaw by Husqvarna was produced in 1959 and this was also the 
first chainsaw that could be operated by one man alone. After this a wide range 
of products follow and today the company produces trimmers, lawn-mowers, 
leaf blowers, clearing saws and the Auto Mower, which is an electric and self-
going lawn mower (Husqvarna AB, 2006b). 

In 1977 the company became a part of the Electrolux Group, and at the same 
time the companies Jonsered and Partner where acquired. In 2004 the compa-
ny had 77 000 employees and sales for 124 000 millions. Husqvarna is a part of 
the section Professional Outdoor Products and other companies in this sector 
are Jonsered, Dimas, Partner and Diamant Boart (Husqvarna AB, 2006c). 

In 2006 this section will be divided apart from Electrolux and will form an inde-
pendent company that will be traded at the stock exchange market under the 
name Husqvarna AB. The headquarters lies in Stockholm and will also be lo-
cated there after the split. The sales for this section in 2004 where 960 million 
Euros and had 6000 employees world wide. Alone Husqvarna AB has 2200 
employees and the sales in 2004 where 550 million Euros (Huskvarna, 2005). 

The division of Husqvarna from Electrolux can easily be explained by the fact 
that a larger part of the total profit of Electrolux comes from Husqvarna. From 
the owners part of view it is of course a better deal to be able to collect the profit 
directly from the profit making unit.    

 

Location Employees Production 

Huskvarna 1800 Chainsaws, trimmers and riders 

Tandsbyn 180 Rough cutters and cut machines 

Brastad 150 Rods 

Ödeshög 50 Handle loop 

Jonsered 40 Power cutters 
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4 Customer and Product Description 

In this section there will follow a description of the two different brands, Husq-
varna and Partner and three different saws, It will provide the groundwork for 
the comparison of the elasticity for the three saws. To better understand this dif-
ference we have to know more about the differences between the three models. 

4.1 Method 

I have used a qualitative method collecting this information. I interviewed repre-
sentatives from Husqvarna AB during the spring of 2006. The person who pro-
vided me with the larger part of the information was Per Lövgren, District Man-
ager of the sales unit at Husqvarna. The gathering of the information was made 
mostly through direct interviews but also via phone and e-mail. 

4.2 Target Group Definition 

There are great differences in the target groups for the three models, the buyer 
of a saw for professional use is assumed to have a great knowledge about 
these kinds of products, price and performance. For a buyer without any special 
knowledge, two saws may look close to identical except for the color. For these 
customers the large difference in price seems unmotivated.   

The three different target groups are defined as the following: 

Hobby user: This group often has a garden or a summer cottage. They use the 
saw to cut some limbs and smaller trees. It is common to use the saw to cut 
wood for a stove. This segment is the most competitive, here we find more 
competitors than in the other groups. The price sensitivity is also assumed to be 
largest in this area.  

Leisure user: Also a group where a summer cottage is common. Although this 
group have a bit higher demands on their saw. They use the saw not just to cut 
wood for a stove, furnace shows up to a large extent in this group. The feeling 
of having the Husqvarna brand is also important here. 

Professional user: Here we find the people using the saw for their living, forest 
cutters, forest owners and people which can save money from using wood in 
the heating of their homes. Of course this is the group with the highest know-
ledge about the product. 

 

4.3 The Partner Saw 

Husqvarna is the owner of this brand and it will not be revealed which specific 
model that is being described.  

The saws in this segment faces another situation than the other two described. 
Here there is competition from a large number of brands and the margins on 
each saw is much lower but also is the volume much larger. Hobby saws are 
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sold in supermarkets and other stores which are aiming towards people who 
like to fix around in their houses and gardens. The main competitors are Alpina, 
Stiga and a variety of brands coming from China. 

“Our” Partner saw is assembled at a plant in USA and the assembly process 
looks completely different than for the other two. The amount of assembly 
process stations used is much larger and the demands on the materials used 
are much lower. 

Here nothing but plastic is used for the main parts of the saw, the demands on 
durability is lower. A saw in this segment is assumed to last between 25 to 50 
hours. When buying a hobby saw, the customer is obligated to do a larger part 
of the assembly process since the saw is not ready to use from the factory. 

The customer in this segment is used to this and doesn’t mind that the saw is 
not ready to use from the factory. Here the price is more important than the de-
gree of which the saw is ready to use from the factory. These customers is as-
sumed to reason that the knowledge of the brand is of less importance since 
these customers use their saw so little compared to the professional customers.  

In other words Husqvarna assumes that these customers pay more attention to 
price and less attention to performance and durability than the buyers of the 
other two saws described.  

4.4 The Husqvarna Chainsaws 

The Husqvarna brand is famous all over the world. It is associated with high 
quality and products for professional use. Here will follow a description of the 
two different Husqvarna chainsaws but also some information of the company’s 
demand on retailers, and other information to better understand the result of the 
elasticity comparison. 

I will here do a presentation of two Husqvarna chainsaws, one for leisure use 
and one for professional use. 

4.4.1 The Leisure Husqvarna 

With respect to the Husqvarna company it will not be revealed exactly which 
specific model this is, but it is a saw well fitting the criteria of being a leisure saw 
without being a saw for professional use. A saw that faces the quality demands 
to earn the name Husqvarna but with a specific address not to be used profes-
sional. The main competitors are Alpina, Stiga and Stihl. 

The saw is assembled in the factory in Huskvarna and with the same production 
methods as the one for professional use. This means that the saw is assembly 
process is not divided into as many parts as the hobby saw. The level of auto-
matization is also lower.  

One of the largest differences between a saw for professional use and the lei-
sure saw is the materials used. The leisure saw has a crankcase made out of 
plastic. The plastic is a bit heavier than the materials used in the professional 
Husqvarna. The output power is also lower. 
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Besides the demand for low weight one of the most important things for a cus-
tomer is the durability. A saw in the leisure segment is estimated to last be-
tween 250 hours up to 500 hours. The leisure saw has a lower usability than the 
professional one, the cylinder cower can for example not be dismantled without 
the use of tools. 

The buyers of a leisure Husqvarna can in a sense be said to be free riders of 
the professional users in an emotional way. The two models are bought in the 
same store. Here Husqvarna has a long list of specific demands fore a store to 
become a retailer. For example, they have to buy a specific set of tools to be 
able to provide proper service and guarantee operations.  

The sense of professionalism and high quality that hits you when entering a 
store like this makes it possible for Husqvarna to charge a relatively high price 
for their products. Even a customer of a leisure saw gets a feeling of being part 
of a society with great knowledge regarding this business. This feeling is of 
course just not an illusion, the customers can demand that the staff in a store 
like this can answer almost any question regarding saws and provide all the 
other necessarily equipment when using a saw. The feeling a customer gets 
when having bought a saw that looks almost identical to a professional one 
should not be underestimated. The Husqvarna company is very well aware of 
this and uses it as much as possible.  

4.4.2 The Professional Husqvarna 

It will not be revealed exactly what specific saw that is here examined, but it is a 
saw for professional use. 

The saws for professional use are also assembled at the factory located in town 
of Huskvarna. The assembly process requires high demands on quality, also 
the materials used in the process differs from the others. The crankcase is 
made out of magnesium which is a very durable material, but also very light. 
Using exotic materials also makes the assembly process more expensive. 

Along with the demand for low weight and high output one of the most important 
things is the durability and usability. A saw in this segment is assumed to last 
between 1500 hours to 2000 hours with a proper service. Regarding the usabili-
ty the saw is built in a bit different way. When using a saw in longer periods 
there is a need to make the cleaning process easy. The cylinder cover can be 
dismantled only with a few movements. This is important to be able to clean the 
area around the carburetor, which often gets stuffed with sawdust.  

Together the two companies, Stihl and Husqvarna, have around 70 percent of 
the market for professional saws. This high share of the market is reflected in 
the pricing. The difference between marginal cost and price emphasizes this 
situation.  

Customers of these products have high demands and it would not be possible 
to sell these saws without high standards. As written above the durability can be 
viewed to be in a league of its own, also the demands on the retailers. 



 

 14 

The retailers are demanded to buy specific tools from Husqvarna to be able to 
provide the proper service but Husqvarna demands the retailers to take the 
courses provided buy the company to earn greater knowledge about the prod-
ucts and for the stores to be able to answer the sometimes hard questions from 
the customers. 

There is also a special department at Husqvarna with staff just answering the 
questions from the retailers on how to fix a saw that is broken. The saws for 
professional use is always completely assembled, test driven, fueled up and 
clear to use. 

Husqvarna also provides all the other products necessarily when using a saw 
for professional use. The demands on these products are as high as on the 
specific saws. The brand is supposed to be a quality guarantee for the profes-
sional customers. This is another factor which makes it able to charge a higher 
price. The professional customers are supposed not to be willing to take any 
chances regarding their equipment.  
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5 Empirical Findings 

The formula provided in the theoretical part, p-mc/p = -1/e, will here be used to 
determine the elasticity of the three different saws. The saws are good repre-
sentatives of what is meant by a saw for professional use, leisure use, and one 
for hobby use. Again, the models used will not be specified with respect to the 
Husqvarna AB company, but they fulfill the requirements in their different seg-
ments. 

Besides calculations on elasticity, comparisons between durability and price, 
and price divided by marginal cost will be made. The marginal cost is not really 
the right number in the true meaning of the word. The “marginal cost” used is 
the price of a saw charged by the production unit, so it doesn’t cover any costs 
for sales etc. The costs for marketing and sales are not divided between differ-
ent products; instead those costs are carried equal among the products.  

The value for elasticity shall with respect to this not be seen as a true value for 
the elasticity but can be used to rank the chainsaws; this doesn’t make the con-
clusions drawn from this any less relevant.        

Elasticity calculation on the Partner model 

The regular price charged to customers is 2200kr and the marginal cost is 844. 
Inserting this into the formula for price elasticity: 

 
(P – MC)   = _-1_  = 

P               e 
 

2200 – 844  =  __-1___  = 
  2200           0.616364 

 

e = 1,622418 

 

The elasticity is above one so it is an elastic demand. This saw should have the 
highest elasticity since it is has the largest number of competitors and therefore 
the easiest to substitute.   

The relationship between price and durability, price and marginal cost are calcu-
lated in the following way: 

__Price___ 
Durability 

 

2200 = 44 
                                                           50 

 
__Price__ 

MC 
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2200 = 2.61 
                                                        844 
 

Elasticity calculation on the Husqvarna leisure model 

The regular price for the Husqvarna leisure model is 4900 and the marginal cost 
is 1170, inserting this into the formula for price elasticity: 

_4900-1170   = _   -1___  = 
   4900           0.761224 

 

e=1,313674 

The value is lower than for the Partner but still above one so it is also elastic. 
There is a possibility to have a larger difference between marginal cost and 
price since the name Husqvarna is associated with high quality, sold in special 
stores and faces fewer competitors. 

The relationship between price and durability, price and marginal cost yield: 

    Price___ 
Durability 

 

_4900  = 9.8 
                                                         500 
 

__Price__ 
MC 

 

    _4900  = 4.19 
                                                         1170 
 

Elasticity calculation on the Husqvarna professional model 

The regular price charged to customers is 8200kr and the marginal cost is 1720. 
Inserting this to the formula for price elasticity: 

_8200 -1720   = _   -1___  = 
    8200           0.790244 

 

e = 1,265432 

 

Here the elasticity calculated equals 1,265432 and as one could suspect the 
lowest value should be found here. The low elasticity can be explained by the 
fact that the situation for this saw is almost a duopoly.  
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The relationship between price and durability, price and marginal cost of the 
saw for professional use are: 

     Price___ 
Durability 

 

_8200 = 4.1 
   2000 

 

__Price__ 
MC 

 

    _8200  = 4.77 
                                                         1720 
 

 Elasticity Cost/Hour Price Price/MC 

Partner hobby 1.62 44kr/h 2 200 SEK 2.61 

Husqvarna leisure 1.31 9.8kr/h 4 900 SEK 4.19 

Husqvarna profes-
sional 

1.27 4.1kr/h 8 200 SEK 4.77 

  

There are a lot of information to be found from these numbers. One noticeable 
thing might be the differences in prices. Are the difference between the models 
really that large as the price signals? The answer is that it is up to the customer. 
On the other hand regarding durability the professional is the most economic 
one. 

There are different groups of customers and their needs vary. For Husqvarna 
AB to be able to price discriminate the product has to be percepted as differen-
tiated. Starting from the hobby user, here the leisure or professional models are 
viewed as substitutes but this user is not prepared to pay such a high price for a 
product that will only be used for a couple of hours per year. Here is no price 
discrimination. 

Also for the leisure user the professional model can be viewed as a substitute 
and even if this group uses the saw more than the hobby users this group is not 
prepared to pay for the professional one. This group also views their saw as dif-
ferentiated from the hobby saw so in that respect this is a way of price discrimi-
nating.  

For the professional users the other models are no substitutes, here we have 
discrimination. For this group the hobby and leisure model are percepted as dif-
ferentiated, which also is the case as we know from the description of the prod-
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ucts. Two leisure or four hobby models can´t substitute one professional, they 
lack durability and performance. Also, some other features that are only availa-
ble on the professional one.   

So depending on from what angle this problem is viewed, the products can be 
seen as both substitutes and differentiated. Viewing from hobby and up, the 
model one level up is a substitute, the same for the leisure user and since the 
professional user is the “end station” there is no other level to look for. 

The price discriminated group then is the professional user. Here we have the 
highest market power and also the lowest elasticity so there is really no surprise 
that this group is the price discriminated. Here is the difference between price 
and marginal cost also the highest this implies that this group is discriminated. 

When comparing durability with cost the result is the opposite, here the group 
with the largest consumer surplus is the professional ones. The cost for the 
hobby saw in this dynamic perspective is ten times as expensive as the profes-
sional one. For a hobby user with this knowledge and plans to use the saw for 
several years the professional saw is then the most logical purchase.      
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6 Conclusion 

The example with the three different saws and comparing them regarding price, 
elasticity, price discrimination, product differentiation and durability is interesting 
and relevant. 

A notable thing is the difference in price. Is this the result of price discrimination 
or product differentiation? There are three different groups of customers ex-
amined and they all have their special needs and demands, there is both price 
discrimination and product differentiation. 

To be able to price discriminate the products has to be seen as differentiated, 
not as substitutes and for the professional user the other two models are per-
cepted as differentiated whereas for the other two the professional saw is 
viewed as a substitiute. 

This makes price discrimination possible depending on from which customer 
group Husqvarna is aiming at. The only group that can be discriminated is the 
professional one, they have the lowest elasticity, largest difference between 
price and marginal cost, and the hardest task to substitute the product. From 
another perspective, durability and price, this is the group with the largest con-
sumer surplus. Here the other two groups may be perceived as discriminated.    

Judging from what we have learned previous the Partner saw have the custom-
ers with the smallest need of a saw and it is located in a segment with the high-
est amount of competitors. Since this makes it easy to substitiute the saw for 
another it implies that the Partner saw should have the highest elasticity, which 
it also has. The elasticity for the Partner saw became 1,62, which means that a 
change in price will cause an even higher change in the demanded quantity, an 
increase in price will lead to a large drop in sales.  

Looking at this model from a durability angle this is the most expensive model; 
the model is close to ten times as expensive per hour as the professional one. 
Partner has the weakest market power and according to the theory of durability 
the firms in this field shall not integrate the customers by tying them to a specific 
service unit, which also is the case. As we have seen, there are different de-
mands on retailers for Partner.    

The Husqvarna saw for leisure users is placed in the middle of the two other 
segments. Since here we see a smaller number of competitors and a more val-
uable brand placed on the product, this would imply a higher difference between 
the marginal cost and price, which also implies a lower elasticity. All this is ful-
filled.  

This model has an elasticity of 1,31, which implies a less competitive situation 
and a group of customers with a higher need of a saw. Also, since Husqvarna 
has a higher market power the customers should be more integrated and the 
company is also tying the customers through a service organization.  

It is differentiated by the use of higher quality parts in the assembly process. It 
might be seen as a substitute for the group of customers buying Partner but the 
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higher price place it in another segment. For professional users the quality is to 
low.   

The last model examined is the Husqvarna for professional use. Since this 
model is located in a segment that can be described almost as a duopoly the 
difference between marginal cost and price shall be high, with this said the elas-
ticity, shall also be the lowest among the examined ones. As seen this is also 
the case. 

The elasticity is 1,27 and the result from the calculation has again shown to be 
inline with the theory, the one in the less competitive segment had the highest 
margins and therefore also the lowest elasticity. 

It is also differentiated through the use of high quality parts in the assembly 
process and the use of elasticity can be seen as price discrimination.  

Another interesting aspect is comparing the price and the durability. This calcu-
lations show that the most expensive model is also the most economical saw in 
terms of hours it lasts. The Husqvarna for professional use is more than ten 
times less expensive with respect to the durability.  

Differences in durability also affect the elasticity and the highest durability shall 
have the lowest elasticity which also is the case. Durability in relation to price af-
fects the preferences which in turn decide the elasticity. This also implies that 
the model with the highest durability should have the lowest elasticity.  

Is it then an advantage for Husqvarna AB to serve all the different segments of 
the market? Probalby yes since it brings some economies of scale, parts that 
can be shared can be bought in together in larger quantities and some distribu-
tion channels can be used together. The most important thing is to maintain the 
products as differentiated. 
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7 Further Research 

Since this thesis only examines the situation of two brands in the same industry 
it would be interesting to study the situation of the competitors. Also do some 
research of other commodities in other branches to see if the theories are as 
valid as in this example. 

Another area interesting to study is theories of product differentiation. How tho-
rough must this differentiation be made? An industry interesting to study in this 
perspective is the fashion industry. How great are the differences in marginal 
costs for clothes we perceive as low and high quality.  
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