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Abstract

The centrality of the role of innovation in economic prosperity and organisational
renewal has long been recognised. Marketing success is contingent upon the adoption of
innovations in new services, new products, processes and ideas. In turn this is

dependent upon the consumers” acceptance and perception of the innovation. Thus
understanding consumers and market learning are frequently viewed as a precursor to
innovation.

There is a consensus view in the literature that consumers should be actively involved in
the innovation process and should not be treated as ‘passive’ objects of study. Changes
in the market place, combined with the high failure rate of innovations, require -
organisations to be responsive to changing consumer needs and to adopt both traditional
and new methods of market learning.

This thesis explores the issue of market learning for innovation in the context of a new
marketing, consumption-driven era. The purpose of the study is to explore and
contribute to understanding of what market learning processes for innovation are being
utilised within global, UK-based fast moving consumer goods (FMCG) organisations.
In addition it examines the modes of consumer involvement in the innovation process.

In pursuit of this aim the research involved a preliminary study using a combination of
qualitative research techniques and included a co-development workshop with
consumers and organisations. The main phase of the exploratory research was
conducted using the case study methodology. Three co-operators, all global FMCG
organisations, assisted in the research. Within each organisation an innovation project
was identified, and the market learning processes and consumer involvement was
investigated. The data was analysed using a conceptual framework from the extant
literature, which reflects the research questions, and key constructs were elicited.

The findings and contribution of the study are expressed in the form of an empirically ~
grounded model that combines theories of product innovation management and market
orientation with consumer involvement. A common thread running through the model is
that of creativity and the use of intuition and tacit knowledge for learning and
innovation. In addition, this research provides new insights into the ‘fuzzy-front end’, of
the innovation process, where a considerable amount of direct and indirect consumer
involvement is taking place. A typology of consumer involvement ranging from
‘passive’ to ‘active’ involvement is also developed and presented.

This empirical research is a theory building study and provides opportunities for further
research, which are discussed alongside its limitations.
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1 Introduction

1.1 Introduction

The purpose of this introductory chapter is to outline the background to the research and
explain the focus of the thesis. It details the relevance of the research to the current body
of literature, and provides a brief introduction to the research objectives and the
overarching research question. It describes the main features of the research design and
methods, and summarises the principal research findings. The chapter concludes with a
brief summary of the chapters and structure of the thesis.

1.2 Origins of Interest

The origins of the researcher’s interest stem from an accumulation of previous personal
experience in the fast moving consumer goods (FMCG) industry and conversations with
senior marketers who attended the Cranfield School of Management New Marketing
Research Group (NMRG). Combined with this were reviews of the innovation
management, market orientation and postmodern marketing literatures. The latter that of
marketing and the need for change in a postmodern society provided the context for the
research. In this section, the justification for the study and origins of interest are
discussed firstly from the perspective of the researcher, then from the perspective of the
literature.

1.2.1 Résearcher’s perspective

The germination of the research issue began whilst the researcher was working as a
buying and marketing manager, both for retailers and for their FMCG suppliers, with
responsibility for new product development. A formal MBA training had equipped the
researcher with the requisite models and techniques for rational analysis and decision
making. However, despite the use of such models and the use of the stage and gate
method (Cooper, 1993), the failure rate of new products was still high. Also, the use of
both traditional qualitative and quantitative market research methods appeared to lead to
commonality in product design, constraining rather than facilitating innovation. It was
apparent that innovative products tended to be the exception rather than the rule.
Manufacturers would frequently present products that were imitations or “me-toos”
with no discernible benefit to the customer.

During this time the researcher was also able to witness at first hand the dynamic
changes taking place in the marketing environment, in particular the explosion in
information technology and the new levels of consumer empowerment. Attempts were
made at developing collaborative relationships with suppliers, and a move from
transaction based to relationship marketing was much in vogue. However, the issue of
product innovation still remained. In competitive markets success goes to those firms
that are best at understanding consumer needs and demands. The researcher’s



observations, including extended amounts of time spent with consumers, led to the
belief that new ways of understanding and embracing the complexities of today's
consumers were needed.

Further research led the researcher to understand that this was happening in business-to-
business markets, but the benefits had not been explored or filtered through to business-
to-consumer markets. In addition, having worked with a variety of managers in different
organisational cultures and settings, the researcher began to question the role of
managers’ intuition and creativity in the process. The role of intuition does not sit neatly
within the scientific paradigm that dominated most marketers’ training, yet its use was
clearly evident in practice. Creativity is an essential component of innovation but is
barely touched upon in marketing and MBA courses.

This practitioner view was supported by anecdotal evidence from meetings of the New
Marketing Research Group at Cranfield University, founded by Professor Malcolm
McDonald and Dr Susan Baker in 2001. Here, a group of practioners and academics
were attempting to explore together how the process of consumer marketing was
evolving in the light of the changing marketing environment. With developments such
as the Internet and subsequent consumer empowerment, the traditional tools and
techniques of understanding markets and the development of new products and services
were found wanting. In particular, innovation in marketing was identified as a subject of
concern to all.

1.2.2 Rationale from the literature

Innovation is perceived as a central component of economic prosperity, and the creation
of customer value (Doyle, 1988), yet many organisations have failed to master this
process on a consistent basis. Indeed, firms within FMCG markets are struggling to
innovate. It is estimated (Jain, 2001, cited in Iacobucci, 2001:130) that 40% of all new
products in the consumer goods market fail. Marketing success is contingent upon
understanding the consumer and developing innovations that they are willing to adopt.
As Foxall (1984) states, innovation is a facet of consumer behaviour. Thus, ensuring
customer relevant innovation is a top tier priority of the Marketing Science Institute
MSI (2004-2006).

This is occurring during a time of profound socio/economic change, which some
authors (Firat & Venkatesh, 1995; Cova, 1996) are declaring to be a transition to a new
postmodern era. A feature of this change is the IT-enabled, 'active' (Prahalad &
Ramaswamy, 2000), 'paradoxical' (Gabriel & Lang, 1998), and 'unpredictable' (Cova,
1997) consumer. Firat et al. (1995), and Brown, (1997) argue that the fundamental
marketing assumptions that regarded consumers as passive players in the marketing
process are no longer applicable in a postmodern era. A new approach to innovation is
needed; one that advocates the need for organisations to pro-actively embrace the
consumer as an opportunity, not a threat (Szmigin, 2003).

The innovation management literate depicts innovation as a process of learning, and the
accumulation of 'know-how' (Rothwell, 1994; Tidd et al., 2001). The growing



complexity in the marketplace and the pace of social and technical change is
encouraging organisations to form networks and alliances in order to respond
effectively to market changes. Innovation is conceptualised as an integrated, multi-
actor, networked process (Rothwell, 1994). However, as Prahalad and Ramaswamy
(2002) argue, despite the talk of collaboration and alliances, the consumer is largely
ignored. They continue this line of argument, describing the consumer as "the agent that
is most dramatically transforming the industrial system as we know it.” As consumers
become better connected and incrzasingly more individualistic (Zuboff & Maxin, 2002)
there appears to be an opportunity to explore what can be learnt with them as opposed
to about them.

The innovation management literature does, however, recognise the value of
understanding the consumer, and market learning as a critical success factor in the
innovation process (Cooper & Kleinschmidt, 1987; Craig & Hart, 1992). There is an
emerging body of literature (Wikstrom, 1995; Alam, 2002; Kristenson et al., 2004) that
is attempting to build theory around consumer participation in the innovation process.
To date this approach is in its infancy within consumer markets.

The importance of marketing learning is also well recognised within the market
orientation literature (Kohli & Jaworski, 1990; Day, 1994), but translating this learning
into successful innovations appears problematic. As most companies have access to the
same tools and techniques, these methods are less likely to confer competitive
advantage (Leonard-Barton, 1995). Also, many quantitative methods work on averages,

therefore failing to pick up the outliers, which are often the source of innovative ideas
(von-Hippel, 1988).

The literature on market orientation has demonstrated the positive association between a |
market orientated firm and innovation success. Recently, Narver et al. (2004) have
espoused the need for a 'pro-active' market orientation; one that understands the current
and latent needs of its customers. However, there is a gap in understanding around the
types of market learning methods and their utilisation in the innovation process. The
need to understand the use of non-traditional methods of market research is also a top
tier priority for the MSI (2004-2006) research agenda.

1.3 Research Aim, Objectives and Questions

This section provides a summary of the aim of the research, and the research objectives
and questions which drive the research process.

1.3.1 Aim

The overall aim of this research was to explore and provide an understanding of the
market learning processes for innovation within large, global, UK based FMCG
organisations.



1.3.2 Research objectives and questions

An initial research question was posed around the concept of co-development, or
working collaboratively with consumers in the innovation process:

» Are consumers being used as innovators in FMCG markets?

Using this question as a guide, it formed the basis of a preliminary study, as at the start
of the research little was known about the phenomenon of interest. The findings of the
preliminary study indicated that whilst the idea is espoused to be good in theory, in
practice it is still nascent.

What was found, instead, was the prevalent use of organisations’ 'market-sensing'
capabilities (Day, 1994); that is, the ability of the organisation to sense and exploit
external market opportunities. Also, there was evidence of a high degree of
experimentation with various methods of market learning. These findings and the
literature review undertaken in concert, helped to refocus the research objectives and
question for the main case study based research. The overarching research question
became: :

> How are organisations in FMCG markets using market learning in the
innovation process?

From the primary question flow the following sub-questions:

> What are organisations doing to recognise the changes taking place in
contemporary consumer markets?

> What modes of consumer involvement are being adopted?

» What research approaches are appropriate?

1.4 Research Approach

The research is exploratory in nature and adopts a qualitative approach. This approach
was chosen because as there is to date a paucity of research in the area of market
learning for innovation within the FMCG sector, and the nature of consumer
involvement. A preliminary study was conducted around the concept of consumers as
co-developers in the innovation process. This, and the subsequent literature review,
helped to inform and focus the main study around market learning for innovation, and
within that, consumer involvement.

For the main study a case study strategy was adopted as this method of research
facilitates the in-depth analysis of complex and ill-researched phenomena, within a real
life context. Three case studies were conducted; two within Nestlé Rowntree and one
within Diageo. Following the within-case analysis, a cross case analysis was
undertaken. A conceptual model was used to guide the data collection and analysis. The



research followed the process of inducting theory outlined in Eisenhardt’s (1989)
roadmap for conducting case study research.

The choice of qualitative methods and the case study strategy also fit the philosophical
perspective of the researcher, that of realism. As is consistent with a realist approach,
the resulting findings are reported using data displays and tables. The results were used
to refine the original conceptual model and to present a theoretical model that is
empirically grounded.

1.5 Contribution

The contribution to knowledge made by this study is described in Chapter 9, which
explains how the contribution builds upon existing knowledge. For the purpose of this
introductory chapter the contribution is briefly summarised as follows:

» The aim of the research is to improve understanding of the actual approaches to
market learning and integration in the innovation process, and in particular, to learn
from comparing practice in different projects and organisations. The research
contributed to theory development through the application of a theory building
methodological approach. The central concern is not whether the innovation
outcomes were successful, but to explore and understand the processes of the
innovation, in doing so, generating new perspectives and identifying areas for
further research.

» In the preliminary study, the use of the Synectics creative problem solving model
was a unique method of collaboratively working with, and collectin