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"Wrecklng ‘Ground . for Innovatlon"
‘Dr. Blair Little, Associate Professor, School of.
Business Admlnlstratlon University:of Western Ontarlo
' February 15, 1973

Executive Summary

o Some cases of Canadian experience involving the
successful development of technology, in which there was

. no subsequent commercialization due to a ‘failure in market
' analysls are presented. :

It was found that in many technlcally orlented
‘Canadian firms the weakest link in the innovation process :
is that of marketing. It is suggested in the paper that
. market research studies should be ‘an early step - 1f not
‘the flrst one - in the innovation process. : :

Firms which do little new product marketlng tend
to rely on published statlstlcal data, when undertaking
" market research. In contrast, firms whlch do a lot of
new product marketing tend to obtain first-hand information
from potential customers. When a company states that
marketing research isn't necessary because the market is

. fully understood; this is a sure sign that the company

does not understand the market'

- Some methods are suggested by Wthh a company,
which has not prev1ous1y undertaken market research ‘
can f1nd out how to do s0. '

A. Vanterpool
Office of. Science and Technology~
March 20 1973



WRECKING GROUND FOR thnVAlION
Blalr thtle |

School of Business Admlnlstratlon!1Un1versity of Western Ontario.

Neak marketlng is the wrecklng ground of. countless promlslng
'Ca.adlan technologlcal 1nnOVatlons., That is the conc1u51on I've _
reached after a one and a half year study of new product develop-

'ment by 1ndustrlal goods flrms in Canada.

The study turned up a bushel of new product "horror storles".
whlch revolve around some- important over51ght in assessing the
market ~Ncwspapers and maga21nes ‘document similar storles every
week and most~managers have their own repertoire of casechlstorres'
on marketing‘failuresx Time and again, the failures are liaked’

to the problem ofhaéseséing-the market for new products.

Con51der the 51tuatlon of a Canadlan manufacturer of
':electronlc process control equlpnent (Wthh I w111 call R1p1cy
Electronlcs ‘Company Llnlted -'a fictitious name) Just a few

: years ago, Ripley gained -access to a 51gn1f1cant techn010g1ca1

N breakthrough for a very low R&D investment. The firm's good

. fortune was cnhanced by ‘the acqulsltlon of a brilliant appllca-
Ntlons onglneer who could translate the new technology 1nto B
'-effectlve opcratlng hardware ’ Rlpley 5 management was truly

- exclted by the prospects for the new technology The expectatlon
was that a whole new product linc would be developed which. would,
w1th1n a few yearsD be the company s maJor bu51ness basc. What
happcned w1th1n a few years, however, was that expectations were’

'dashcd on thc reallty of the mar} 2t p1acc and Ripley Flectronlcs

'-'COmpmny leltcd was unloaded to a- U S. buycr at a d;stress price.

_ The tragcdy of thls casc llcs not JUS; 1n thc broken drcams
_and pockct books of the compnny owners and managcr: and not’
Just in another loss of Canadlun owncrshlp to a foreign based

jparent and not Just 1n the t:anufer of control of dcvelopod in-



Canada technology to forelgn terrltory”' The real tragedy 11es
in. the fact that the company needn't have fa11ed the new tech=
n010gy,needn't have foundered, Ripley Electronlcs m1ght today
have been a profitable, growing, Canadian- owned, technologrcally
'sophisticated,‘export or1ented labour 1nten51ve manufacturer

of process control equ1pment. What sharcholder, manager, worker;

oY politician‘wou1d~not:call such a failure tragid?

What happened was that- R1plcy s prom151ng and 1nnovat1ve,h
technology lost its life on the wrecking ground of weak’ marketrng
The same  end has come to ‘the technolog1ca1 1nnovat10ns of too
many Canadlan flrms, and it is only small consolatlon to know
‘that the same problems have struck many f1rms 1n other countrles
What happened to Rlpley Elcctron1cs prov1des support to the
proposition‘that the stronger the techn1cal orientation in a’
firm, the weaker its marketing orientetion. Thls proposition’
somctimes tahes the form of, _"The morc englnoers in a firm, theh
“fewer marketers in the firm", or ”The more we are enraptured by

ﬁbur‘product's technology,‘the less we understand our customer's

'kproblems" - The prop051t1on holds bccause 1t's hard for parents to

.'askwfor, let alone hear any cr1t1c1sm of the new product baby

" The facts of the Ripleyiﬁlectronics situotion illustrate
the effects of‘the‘Strong technology;'weak“marketing’syndromerA
.When the company 1n1t1311) sought out51de funding to exploit the
new techn010gy and- expand operatlons, 1t included no‘estimnte of
salec revenue in its funds rcqucst When questloned on thisf
pornt: R1p1ey‘s managemont could ylve no answer other than that
"The market potentlal is fantastlc in North Ame11ca there are-
11tcrally hundrcds of custom rs.' ‘ 1h1s exchange led to the hiring
of a consultant to prepare an est1mate of the sales potentlal
for the new product line. R1p10y s managers and eng1nccrs llstcd _
bforty difforent 1ndustr1cs wh1ch thcy fclt had productlon proccss-
es that could utlllzc thc1r ploposcd ncw product Tine. Through

”'v151ts to compnnloc in-all of these xndustrzcs, the consultant




cVery qulckly found- that the new product 11nc had a chance of
being used in only ten processes, and furthermore, that only

half of thesec were.really.promlslng, at. least 1n the short run. _

’Optimism still prevallcd w1thln Rlpley S management ranks:
but the sales potentlal was- toned down: from "fantastlc" to '
~"excellent". The outside. funds were obtalncd and - development-
work began. Prototype units for two of the most promising
v;1ndustr1es were developed and built with the expectatlon that
potent1a1 customers could be found who would partlclpate on a
shared cost basis in testlnG the un1ts under operatlonal cond1—
t10ns.> Unfortunately, mar}et data once agaln was overlooked
Development englneers did HOL detezmlne the real operatrng needs .
of the potent1a1 customer s. process eng1neers and wound up jlth
.prototypes that customers found unacccptable After desrgn.mod-‘
1f1catlon, ‘two customers accopted the prototypes for trial but
not unt11 R1plcy agreed to shouldcr the full costs of the test.
In test, the prototypes “01ked as the developers orrglnally
_1ntended but sales of the test unlts didn't materlallze. The
c0mpan1es dorng the testlng had other capltal equlpment plans:“'
‘well establlshed and the beneflts of the equlpment be1ng tested

were not dramatlc enough to upset those plans

Falth in the new technology sustalned ‘the. progect through
further requcsts for funds and further development erforts
Rlpley nanagers began to reallze durlng the prototype testlng
stage that they would have to develop different ver51o“s of their
product units for v1rtua11y every customer, not Just for every
industry. They began to undertakc the development ot the several
':dlffcrcnt versrons, 1n each case in consultatlon with process
Aenglnecrs.. Sales contlnued to elude them, however; bccause they
contlnued to 1gnore the problcm of understandlng the customer -
'jhuylng processes with whlch ‘they. had to deal. - It seemed to p
:'escapc Rlpley managcrs that. th01r custOmers had to- Justlfy the

purchnso.of new equ1pmcnt on.nn,oconomlc basrs, that purchases




'were subJect to complex group dec1s1on processesA that customcrs
Thad strong ties with ex1st1ng suppllers,}and that customers
had requlrements of their suppllers such as dellvery,.servxclng,

‘and so on,"ln addltlon to technoIOglcal performance speclflcatrons.

Ripley Electronics missed the markAcompictely'on'three .

aspects"of*new"product marketing information:

1) the 51ze of the market in terms that would be useful

for the new product 1nvestment dec151on' :

2) the nature-of~product performanceVrequirements,‘in terms“

”thatzuould be useful“for-deveioping the‘product;

5) the mature of customer buy1ng processes, in terms that =

would be useful for sales and . promotlon plann1ng

Although'Riplcy*Elcctronics‘did>not7surVive‘lonL enoughA"
0. enter markets in Europe and Japan,-lt seems llkely if it
"had that the company would have mlssed st111 another type of

~market 1nformat10n, namely,_

4) the nature of forelgn market systems, in terms relevant "’

for establlshlng forelgn dlstrlbutlon, 11cen51ng,agree-.‘
ments,. and so on. ' ' ‘

A great many of the new product fallures in Canada are not
rthe result of bad market assessment but are rather the result
‘of management 51mp1y_not~th1nL1ng it was necessary to assess. the

market‘explicitly,.‘pOnsidérithe.following_examples:_

ﬁComnany & Mllllons of . dollar were spent to build ‘a plant
to produce a- raw materlal that it was thought would be
-"substrtuted for an existing matcrlal 1n a vory large manufact—

.urlng 1ndustry.' It turncd out thc mqterlal was useful in onl)




da m1nute segment of ‘that industry and the plant had to be

»totally converted to, another use.

'.Comgany .Design engincers‘came'up:with'a new product thatddy

~ exceeded the . spec1f1catlons of a COmpetltor s product which

most customers were then using. Thcy dlscovered only when
they tr1ed to sell the new product that customers had no

particular de51re £ovthe "better" performance.

Company C Substantial RGD dollars resulted in a.?roduct E
Which customers acknoWledged had‘a number of . advantages,~”0n1y
fwhen sales were attcmpted were the product’'s several dis-

_advantages dlscovered

Company D The company entered a market it hadn't worked in
before w1th a product it felt would be at lcast equal to the’
cOmpetltlon After two years of concentrated °0111ug cffort
the company wlthdrew because it could not break ‘the strong
ioyalty devcloped by existing suppllers._ Customers had no_

"good reason to - sw1tch to an unknown suppller,

4Coméany E— When the company entered a new foreign market w1th
‘an old product it fa11ed totally to. understand the . amount
'of tlme ‘and englneerlng a551stance that ~the new segment of
customers would. requlre to switch to the new product The
sales force that the company had bu11t was totally 1nade-

'quate.

In a11 of thcse examples, the company developlng thc new

product mlssed on at Ieast one of the four b351c clements of

marketlng 1nformatlon ncccssary for new product dcvclopmcnt and

new market developmcnt The reason for failure was, notlcc,:

not bad market assessment but rather no market assessment.,

Millions are spent by corporations, research institutions



and governments:to generate new technology with the expectation, |
~apparerntly, that valuable new products will somehow emerge at the
end of the R&D ‘pipeline.  But 11ttle 1s spent determ1n1ng how the
.market mlght Value ‘the new producfs ~For example, - in one f1rm _
:-examlned in my research the manager saw no 1ncongru1ty in hav1ng
»,budgeted $2 000 for Marketlng Research for a project. call1ng

for an 1nvestment of $20 Million for R&D, plant and equlpment

On another level, there 1s no Natlonal Marketlng Research Councll

to parallel the National Research Council.

’ My research shows that;‘more.often than not; the role_of-
'marketing in'technically oriented companies is a minor One.. In
- fact, it is probably the weakest 1link in the new product process

of such companles. What stands out - is that the market assessment..
task is the part1cu1ar area of marke1\ng that falls to receive a
jfalr share of the company resources. A fa1rly common sentlment
‘among smaller companles was that :"Blg companles can afford |
computers and marketlng research we are only snall .and can

afford ne1ther But large companles often showed a 51m11ar )
.reluctance to engage in marketing research act1V1t1es When com-
'»pan1es did report doing market research studles, it usually turned
out that the stud1es were an analys1s of secondary data—-stat1st1cs
from governments, trade associations and SO on. Thls ‘was true’

even though the researCh studj‘s-definition'of market assessment
included such common 1nformatlon gathering act1v1t1es as reports
:by salesmen 1nforma1 customer surveys, and meetlngs w1th cust- |

omex managers

. - The research showed that companles that were more aCthC ‘in
 new product development and had developed more new products in
recent years were more l1ke1) to use. prlmar data sources—-that
1s,(f1rst hand 1nformat10n from customers or potential customers.
The same was true of. compan:cs w1th a. hlgh proportion of the1r
sales generated bv~new products. ‘Some f1rms have. somehow deve10pcd

‘a hdblt of cngng1nu 1n marketlng research when faced w1th mew. o



ploduct de0151ons, others have mever acqu1red ‘the hablt. At the
same tlme, ‘the more tcchnlcally orlented the personnel of the
'f11m, the .more 11Le1y any marketing research that was conducted
_would be involved w1tn secondary rather than prlmaly sourres

of 1nformat10n.. Thus, there secms to be a bias toward inward
looklng market1ng ana1y51s in a firm domlnated by technical

people.

, The reasons offered for the Iack of market assessment

act1v1t1es were many and varled but all were essentlally some

,varlatlon of the follow1ng

1, Cost of market studies was thought to be hlgh (although
almost none of those 1nterv1ewed could suggest what costs

‘ mlght be)

2, There was fear of exposure of upcomlng new products to com-.

' petltors, customers and salesmen.

3. Market studies were thought to be dlffleult to do since’

3ndustrlal goods buyers are not so e3511y assessed

4. Few companles had people with market research experience
and few managers knew of . out51de 1esearch services that -

'mlght be purchased

S. The marLet value of technlcally advanced products was
felt to be so grecat that analy51ng thn market wouldn’t

,be useful
6. There was somc tendcncy to "go ahead anyway" regardlcss
‘-of the market pos:tlon pOSSlbllithS, because so much had

falready been spent on RED costs,

" The decisions that-ied'to little or no ncw product market



assessment in the’firms studied seldom-stood'up to thorough
‘examination. Much of the concern for technology secur1ty was.

| ohyioUsly well founded but even in these 51tuat1ons, there was
usually an opportunlt) for. acqu1r1ng better market information
w1thout undue r1sk Moreover," better marcket: 1nformat10n often
permlts earlier markct 1ntroduct10n, and market lead time is

frequently the strongest security for new technology

Pears of research’costs, 1deas_about rescarch d1ff1cu1t1es
and 1gnorance of research serVLces were products of marketlng
research 1nexperlence. Where a firm had, ~even once .or twice,
utlllzed a well- formulated study of buyers in-a new product
project, the questlon for all new pro;ects was no longer whethgg

to do research but , rather, what research to do. Unfortunately,

‘n many ‘other firms, no one even asked the quest1on of whether,
and technlca] development proceeded on bllSSful assumpt1ons ‘
‘about the new product's marPet 1cceptance. As one executive
suggested "Many people 1nvolved in new product development

‘don‘t know what' they don't know°

To dlscover what you don't know about new’ product develop-
,ment usually requ1rcs a departure from ex1st1ng procedures and‘
hablts. It probably means a del1berate plan to make contact
wlth new people new ‘ideas, new techn1ques. "It means checklng
and challeno1ng your most comfortable assumptlons about the’
‘major components of the new product development process. Ncw
.dcpartures involve a cost in time and psych1c energy wan:r
englneers have said they f1nd 1t tiresome to scecck out new and

dlfferent personal contacts, most managers c1a1m they are tdo

" busy to become s1detrac]ed from 1mmed1atc Operat1on11 concerns;

" The questlon is whether seeklnn new dnpartule efforts are
,worthwh:le. For ‘many Canadian f1rms, ‘the answer from my research:

is a rcsoundlng “yps’"‘

 There are several ways to find out about marketing rescarch




‘for new product deveclopment. For example:

1. Ask managers who have ‘used speC1a1 market assessment
:studles.avThey are excellent 1nformat10n sources. but

" are a rather rare speC1es°

2. Talk to profesSional marketing researCh agencies; .Marketing~
research in Canada is essentlally a .consumer goods act1v1ty '
but you can find 1ndustr1a1 goods agenc1es if you look
carefully. Management consultants often 1nclude speC1al

market studies among thelr lines of: serv1cen,

3. Keep a look?out'for-coﬁrses, seminars, articles, books,
speec“es, meetlngs, ete. If you are unable to att:ind
a course,at least contact the organlzers, seminar leaders,

\part1c1pants, and look for 1deas°~

4, Try it. Try to formulate - and carry out a small but formal
| study on some aspect of a new. product pro;ect Experlence"
is not nessarily the best teacher but it sharpcns the

understandlng of what one needs to be taught°

A Judgement that marketlng research isn't neccssary because~
the market is fully understood is almost a sure 31gn that it 1s_
Vnecessary.\"Surely:eVery manager conceérned with new product
develonment can automatlcally, on every proJect ask for a fornal
unbiased assessmcnt of the- market for the proposed product, _
1nc]ud1ng a systematlc examlnatlon, using Er1mar) data, of - the
potent1al huyers'"product needs- and buylng procosses. ‘Such an
analysls ought to be an 1ntcg1a1 part of evcry internal- budgct

request and every external f1nanc:ng proposal°

It is time for ‘everyonc concerncd with new product develop-

ment--engincers, venture capitalists, presidents, administrators
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of govcrnneﬁt incentive programs, marketing researchers--to
start thinking of marketlng research studles as an early step,
even the beg1nn1ng step, in the 1nnovat10n process, not as the
'postumortem\examrnatlon. Perhaps, while we wait for and nonder |
-our'national industrial strategles and our natlonal science
«po’icies, we can put: ‘to work some«tools that are-alrecady at
hand. Tested marketlng techniques are avallable. ~What is still

required for_successful-1anovat10n in Canada is a total commitment

by management'to deﬁelop stronger marketrng in the.flrm?
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