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ABSTRACT

Even though market research methods including Olmovation tools and techniques have
improved, most companies have not managed to dectbair flop rate of newly developed products
in recent years. As customers we all recognize B&@ucts, which might mainly have that problem,
but flop rates which do not decrease also countcfmnpanies, which are active on B2B and B2C
markets. For the market information collected, heferred to as market intelligence, it seems to be
difficult to move through the organization from tbellector — mainly the marketing department — to
the R&D department, where developers should usénfbemation in order to develop products, the
market is waiting for. What mechanism or tool cotils “Keeping the market out premise — Kmop”
under which the R&D departments of most companték develop product help to overcome?
Through a qualitative study — focusing on markdt puwithin 5 internationally operating German
companies between 2008 and 2010, the aspects op Krace identified, clustered in focus areas and
a first concept to overcome the barrier betweenkistaintelligence and Product Development is
proposed.

Keywords: Customer integration in product developtpgocess, market pull, not invented here
syndrome, keep the market out premise (Kmop

1 INTRODUCTION

In recent years, companies have been keen to goghie customer in the centre of all economic

actions. New employees have been trained to adheptustomer as a central element within the

companies’ value chain (Figure 1), which by no nseams one of the requirements the auditor was
asking for, when examining companies by the TS 2684ndards. Nowadays most companies have
moved from the former ISO 9001 standard to TS 1694fich focuses especially on the interfaces

between the process steps within the companietoahé external world.

Product-Centric Internal Solution-Centric Customer
Orientation Orientation

buy use
Purchase Make Deliver
dispoM‘aintain
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market share. chain to deliver complete
solutions and complementary
services

Figure 1. Companies increasingly understand to put their customer in the centre of the value
chain

In the companies’ numerous programs like CustomeceBence, Voice of the Customer, the
empowerment of market research and the establighwfegustomer hotlines have been driven
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forward. The market research departments have éalanged and the research know-how within the
companies optimized, which in some industries -eeigffly within the consumer goods industry — has
led all the way to the integration of customers asers in the product development process.

Despite of all these efforts, there is no decr@aslee flop rate of newly developed products. [The
reason for this can be seen mostly in inter-compasistance. [10] Developers are not interested in
the results of market research and processes oftbhamtegrate the results in the value chain are
mostly undefined.

An employee of the R&D department of a German Ggrper commented on the results of a Lead
User Workshop as follows: “I don’t know about ydut | don't see anything you have developed in
your Lead User Workshop, which is related to anyhef products we are producing right now”. The
marketing department, which organized the Lead W8erkshop, replied: “Unfortunately, nobody
will buy the products you are developing”.

This paper is based on qualitative interviews impanies and (a) clusters the reasons for permanent
high flop rates of newly developed products (b) afoduses especially on inter-company
communication and processes, furthermore (c) ielbgps a methodology of how to overcome this
internal barrier and finally (d) outlines a softwdool which could help to close the gap betweebR&
and market intelligence.

In paragraph 2, reasons for the “keep the markep@mise — kmop” with sources from literature and
from previous studies [8] are extracted and clestén order to develop a guideline for the intenge
conducted in companies described in paragraph ragReph 4 then states the results clustered in 5
focus areas and paragraph 6 proposes a first iflbave to overcome the barrier between market
intelligence and R&D.

2 GROWING MARKET RESEARCH EXPERTISE BUT STILL HIGH FLOP RATES
Market research know-how within companies has m®ed in recent years. Companies started to
conduct research projects through agencies yearsam@d now after years many have understood the
methodologies and built up quite an extensive khow- and theoretical background. In some
companies that process has even led to own databasepanels which are used to get feedback on
functions, on newly developed products or reasanphte positions. [10]

What are the problems which companies face todbgoting and applying data from market research
projects into their product development process?

2.1 New challenges within market research itself

Saturated Markets

It is hard to find “new” subjects to get feedbaak tested products in many markets. This process
started years ago in the US and UK and has also hatéceable in Central Europe since about 2005
due to many conducted market research projectly Rare to that reason, especially in the US and
UK, it is common that subjects claim up to US$ 1@0,answer questionnaires or participate in 2 hour
focus groups. Some of the subjects live of theseices they provide on a regular base to larger
agencies. The information collected will not hedpdevelop products based on market needs. [3]

Change in buying behavior

Customers buy products more spontaneously. Prideeapn the different functions have become
more and more secondary. The customer cares fouyid experience. [2] Price points and
increasingly functionalities, which can be perfectieasured and optimized by market research, are
replaced by fun and joy when buying the product fidn and joy, as all emotional data, are difficult
to measure and hard to optimize by classical madggstarch data. This partly explains why even more
and more accurate data on price points do nottbgdpedict market volumes.

The online gap

The development of online software tools and thealfg build-up of online communities have helped
to reduce costs in market research over the lastsyéJnfortunately, the Internet community in
general, and especially the ones participatingniime surveys, have social demographic properties,
which make it very difficult to have a representatsample if you look for information other than
MTV, MP3 players and videogames. And as time setmise even shorter on the Internet, most
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surveys do not even ask for these social demogrgpbperties and assume a representative sample,
provided the amount of the subjects is just bigugho[1] [3]

2.2 Marketing still seen as communication

Conflict between marketing and sales

Marketing departments in many companies primaoiguking on communication are not seen as the
promoter of customer needs in the companies by ®mpt of the R&D departments but as internal
communication agencies. These marketing departmeren when in possession of valid data on
market intelligence, are not seen as know-how @arhh these cases R&D frequently ask the sales
department for input in product development andceden new strategic decisions on new products.

General market Special research )
research by the to in RFQ Market input Sales support
Marketing described fr(_)nj product by marketing
Department products clinics
Contact Discussion of Project Shared Series
between OE request for decision at product development Production Delivery
and supplier //quotation (RFQ) /' supplier development

?:ggg:srdvm z Market/ need > Product Development/ Production/ Sales/ Usage/ Recycling/
; > planning Design Testing Marketing Services Disposal
2221 Company strategy)

Figure 2. The product development process [8] and the not conjoint marketing processes of
a German Automotive Supplier in comparison to the standard VDI process 2221
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The position of Marketing in the value chain

The Marketing Department as the gateway of the emi@s to market intelligence is very often not
part of the main value chains, R&D, PurchasingdBction, and Sales — the Marketing process steps
are organized in so-called management processe&s #imain value chain. (Figure 2)

The interfaces to R&D and Sales are mostly unddfara not standardized. [10]

2.3 The communication gap at the interface between Marketing and R&D

R&D and Marketing on different time scales and edional levels

When R&D manager ask for a market research progebe conducted by the marketing department
they often expect their colleagues to find an ayefinished study on the Internet, were only a
summary of the results is necessary, before R&D geit the final report within days. In most cases
reality is different and a primary study is necegsaAs marketing departments in larger companies
mostly use research agencies to carry out the#rareb projects, the process from finding the right
agency till the final presentation can take up tm@nths. In many cases R&D departments do not
want to wait that long for results. [8]

The problem of different time scales is relatedh® different levels of education. The engineers in
R&D speak an entirely different language than tieare business focused colleagues in Marketing.
A lot of information is lost when the questions moduct features stated by R&D is transformed in a
questionnaire, which can be used in a market relsgapjects. [4]

Unclear budget allocation

As mentioned above, process interfaces between R&M Marketing are very often not defined.

Therefore when budgets are negotiated and allochtetfets for market research are not officially
assigned. Months later, when market research pgsooould start, they have to be financed by
leftovers, hidden or relocated budgets, which aally much smaller in size than official budgets

negotiated at the beginning of the fiscal year. Bu¢hat reason cost pressure is very common in
market research projects. [9]

2.4 Not only the information receiver but also the transmitter needs to be optimized

This paper specially focuses on the aspect ofrtfoernation exchange. Here one has to keep in mind
that the optimization of information exchange catyde achieved if the transmitter and the receiver
will be worked on from both sides. [13]
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Aspects for improvement form the side of the trittesm(Marketing department with knowledge on
market excellence)

Talking to R&D managers, time always seems to béssme. They would always be interested in
market feedback as long as results are presentatblim days. As mentioned processes to integrate
market information are mostly not in place. In negt with R&D colleagues marketing experts
sometimes realize the development of product featwithout any customer benefit. As pointed out
in order to gain sophisticated market feedbackptioeess can easily take 3 to 6 months. The questio
has to be defined with the R&D department, an agdras to be found, they then have to find a
representative sample, research has to be condatieeksults have to be analyzed and presented.
Besides time, budgets are the second important.i$sar the R&D manager, getting vague feedback
from the market must not cost much. These resqagjbcts are usually not in the marketing budgets
and R&D are mostly unwilling to pay.

Aspects for improvement from the side of the recéR&D department)

The receiver has to be integrated from the veryrimigg of the project. They have to define the tspi
and agree on the methodology and the questionsl aske

The knowledge of many R&D managers on projects ioiotgq market intelligence is rather low.
Companies have found it very helpful when manageestransferred within their career in-between
departments, in order to understand the generabappes of the different units.

Most helpful of course is a mandatory process, @la¢icertain milestones market feedback within the
product development process is collected.

In order to obtain significant data to understamel barriers of market intelligence moving trougé th
organization, both sides, the transmitter and gueiver, have to be analyzed. It is not sufficient
find the needs of the R&D department and optimieegdrocess in that direction.

When applied on an R&D employee, the above discusspects result in developing products
without market needs and feedback. The producgdesiwould hereby work following tH&eeping
the market out premise”.

The premise is based on the various barriers ofrimdition exchange between Market Intelligence and
R&D departments. Some of the barriers, part of Knane often described as the not invented here
syndrome. [5][11]

3 RESEARCH DESIGN

The challenges described above have led to thewilh research question:
How can the aspects of Kmop be clustered in foceigsaand how does a method have to look
like in order to overcome the problem of the irisigfiht information exchange between the
provider of market intelligence and product devehemt?

3.1 Data collection

The data in our study results from primary sour@é® characteristics of the different sources &l
detailed in the following.

Between 2008 and 2010, the author conducted 4ivietes in 5 different companies belonging to
different industries: automotive suppliers 29%,ltheaquipment manufacturers 24 %, special vehicles
(OE) 15%, semi finished products 22% and transportd 0%. The interviews, which lasted between
60 and 90 minutes, were conducted with employeediftarent hierarchical levels, from VP R&D to
market research team members. Both sides, thectmieof the market intelligence (57%) and the
developers in R&D (43%), were interviewed. The iviews were audio taped for further analysis.

To gather the information needed about the diffeaspects of Kmop a quantitative methodology was
not appropriate as it would not have allowed anatyzhe relational complexity. Therefore the
Timeline Technique was used. [12] The benefit af tlechnology was to get started in a rather
structured way, but it also allowed the interviewedexplain — project based — as the interview
commenced in a more open way.
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A guideline for the interviews was developed foliog/ the aspects discussed in paragraph 2. In
addition, the interviewed were asked to explainitéatthl barriers between R&D and the source of
market intelligence. Beside the structuring inte @spects mentioned in paragraph 2, it was very
useful to follow project timelines to get as mamyailed information from the interviewed as possibl

3.2 Data analysis

The taped interviews were transcribed; the ideattifbarriers were clustered in 5 focus areas. As the
different sources are not in the same industryctimparison of the data is a major challenge. dleior

to use the data from the different sources withia analysis, a method was used where the data were
linked to the certain value chains and clusterdyl with results of similar value chain process step

As the value chain of the automotive supplier dredhealth equipment supplier are similar, the tesul
of those two companies were clustered. Furthermimgeresults of the special vehicles OE and the
transportation company were joined. Overall 3 défe clusters/ industry groups were than used for
further analysis.

The answers to the same criteria of the Marketligemce provider and the R&D department as the
receiver were not analyzed separately but together.

The entries were standardized, so that MarketigR&D entries were equally weighted.

In order to develop a method, a tool or process/emcome Kmop, which is based on the results of the
interviews, it is evident to rate the importancettud different focus areas. The amount of entass,
the interviewed were asked on the different subjegere counted, standardized and translated into a
0 — 6 scale.

4. RESULTS

Even though the answers of the different industiese mainly similar, the results were clustered in
the three industry groups mentioned above.

All the answers can be grouped in 5 different foatgsas — no matter if the transmitter was tellity w
the R&D colleagues did not cooperate, or the remeiwas explaining why Marketing was too
expensive or did not understand R&D needs.

In the following the findings of the 5 focus areas stated, always shown from R&D and Marketing
perspective.

Trust — Trustworthiness of colleagues and reli&pitif results

R&D side

65% of the interviewed R&D employees do not trdst methodologies of market research. They
generally have large doubts that market knowledgebe measured and that it is possible to transform
the measurements with statistical methods intainédion relevant for the R&D process.

Additionally, for 62% of the interviewed R&D emplegs, the colleagues of the marketing department
do not have sufficient education to understand reaging challenges and therefore cannot support
their product development process.

Marketing side

The employees of the marketing department repat tifey are seen by the R&D department as
responsible for PR only. Therefore it is very hodthem to develop a trustful relationship to R&D.
Market research results are not taken seriouslye @rarketing employee reported, the R&D
colleague, after appointing a 60,000 € market mrebearoject, did not show up without any excuse at
the final presentation.

Hi speed

R&D side

Within the development process of the interviewenhganies various decision gates are included. In
all the companies developers decide in meetingshehe project is continued, stopped or alteretl. Al
the decisions are made within the meeting. All tblevant information is collected by the R&D
employees in advance. In 73% of the interviews olteagues, who had direct access to market data,
were present in those meetings. Even if anybodst (tase was reported in 4 interviews only)
proposed a market study to answer open questi@deddor the next decision, all reported that there
was no time to integrate a 3 — 6 months studyatphint. The reason for refusal of the marketstud
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here was only the timeframe. When asked, if thewldiovait 2 weeks for results 80% of the

interviewed R&D colleagues cared for a market study

Marketing side

In 80% of the companies interviewed all market aese is commissioned by the marketing
department and conducted by agencies. This ineifaeported by 76% of the interviewed marketing
employees to create problems and to have a lodtehgial for optimization.

Low cost

R&D side

No R&D employee reported that they include budd@etsnarket studies in their R&D budget during
the planning period. When a market study is esslelaier on, it has to be carried out with small
budgets or entirely new sources to finance theeptsjhave to be found.

Marketing side

78% of the asked marketing employees stated tteat tho not have enough information at the
beginning of the year to plan all the necessankeataesearch studies. 100% told that in the laats/e
“dummy” project budgets for projects which mightno®, were not accepted by the controlling
departments anymore.

Conveniences — easiness of result integration

R&D side

100% of the interviewed R&D employees stated thaythad large difficulties to integrate results of
market studies into their development processrdbaelts are not analyzed and prepared the way they
need the information. On the other hand all therinewed said they know exactly how the results are
supposed to look like and what information theychee

Marketing side

Marketing tells the same story, but just the otlvay around. 100% of the marketing employee state
that they always listen very carefully to R&D anek a&apable of transforming the information in
questions for the users.

Necessity of process

R&D side

24% of the R&D employees understand the necess$ignoautomated process to integrate market
studies in the product development process.

Marketing side

94% of the interviewed marketing employees votethar necessity of the described process. 57%
believe without a mandatory process the R&D collesgvould never accept the integration of market
research in the product development process.

The results of the different industries are showthe spider diagram on a 0 — 6 scale, with 6 etgual
100% agreement in the interviews on the certaindareas.

5. DISCUSSION

5.1 Trust, convenience and speed

Looking at the graph in figure 3, the followingenpretation of the results can be made:

* The needs in the group of the suppliers and theiapeehicles and transportation industry are
very similar.

» Within the whole group, apart from the semi finidh@roduct industry, the results for
trustworthiness, speed and convenience are alngsilleg high. The differentiation is not
significant.

» All 3 groups see relatively low value for a mandgtorocess.

* Low cost is very important for the semi finishedguct industry, as they always fight with
extremely low margins. On the other hand to thei $emshed products industry high speed is not
as important as for the others.

Summarizing the results the graph shows that tamtyenience and speed are the 3 focus areas

demanded most by all the companies interviewed. tost and a mandatory process are far less

important. Only the semi product industry doesaare so much about speed but more about cost.

6 ICED11



Trustworthiness of colleagues,
reliability of results

Necessity of

process High speed

—  Automotive
and health
supplier
eeeeee Special vehicles
(OE) and
transportation

- EEEEEN Seml
Convenience — Low cost finished

easiness of
result integration

products

Figure 3. Five focus areas of barriers which block the market intelligence information to move from
marketing to R&D

5.2 First ideas to overcome Kmop

In order to address a maximum market a possiblasdetogy to overcome Kmop needs to fulfill the
characteristic values of the envelop graph showigime 4.

Trustworthiness of colleagues,
reliability of results

Necessity of

process High speed
EE Envelop
graph for
tool design
6 C—1 Criteria of
Convenience — Low cost different
easiness of industries
result integration

Figure 4. The envelop graph of the focus areas

To improve trustworthiness, the challenge of natsting in methods and the competencies of
colleagues, one solution might be the excessiviaitiga of the commercially orientated marketing
employees to make them a more understanding padnéhne engineers in R&D. It will take quite
some time to see results following that aspect. gkenradical solution could be a process collecting
the market information without the marketing depemt. An idea would be a tool, with whose help
R&D can collect information directly from the matland translates the information into the language
of the engineers and provides the information wittemy intermediate.

The second most important factor is the convenieficke results. The collection process needs to be
conjoint with an automatic analysis process, wisithctures and displays the information in the most
convenient form, so that the employees in the R&paitment can integrate the market information
as easily as possible in their development proceEese a graphic interface seems to be most
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promising. Users could state their product feedlmachk graphical surface and an automated algorithm
could then translate the collected information infgut for the product development process.

Almost as important as convenience is the spedd,which the results are presented. Here an online
tool, which would generate results as they arerteddoy users of a product, would be a very swtabl
solution.

6. CONCLUDING REMARKS

The three aspectsuth — convenience — speedkad to the concept of an online tool, which adle
information directly from the user without the irfece of a marketing department. A tool which
collects real market feedback and displays thet@led and analyzed results directly in real timthin
R&D department on a huge screen directly next ¢octhffee corner. A graphic interface makes it easy
for a product user to interact and give feedbaak@ossible for an automated algorithm to cluster an
analyze the information collected. Mdreath, convenience and speedre hard to provide to an R&D
department. The design of the tool, its featurés, graphic interface, the method of collecting
structured data, an evaluation of an empirical sasgly is presented in [6] and [7].

Next steps, after the optimization of the tool &r application in an industrial environment, wi¢ b
the roll-out in various companies till the end 6fl2. In order to evaluate the impact of the todiher
studies are necessary. As it will take much toalém measure the direct impact of the tool in
companies by measuring the decrease of the fleparaindirect scale has to be developed to measure
indirectly the tool's impact. A possible indireceasure might be the usage of the market information
by the R&D employees measured before and afterolheut of the tool.

The idea behind the tool is that in times of shorésources we hope to improve the ability of the
different industries to produce products the market really waiting for and thereby reducing the
companies’ flop rates and risks in their developnpeacess.
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