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MR for High-Tech: A Paradox?

= Ignore your customer! (Fortunel

“It iS time to start ignoring the customer. That's the only
way to create the kind of breakthrough products and

services that can catapult you far ahead of the
competition.”

= 2&HIXF ZAk= 2HD1 &
. Fax, VCR, Fed Ex, CNN, PDA
- Rather, believe your gut.
- Compaa PC servers



IMANAGING: IDEAS & SOLUTIONS

By Justin MarTin

IGNORE YOUR CUSTOMER

Atleast that's what eamz szl Lonipames nke Compaq, Motorola,
and Steelcase are doing. Here’s when you should do it and why.

It started as o management practice,

grewinto & mantea, and now it's an all-
out mania: listening 10 the customer! These
days customers are vanously described as
“ki “first,” “No. slways right™—
basically judge, jury, and cxecutioner, So re-
vered is the "C” word that most companies
stand paralyzed, afraid to move without first
conferring with them

But maybe this obsessive devotion has

gone 100 far. A growing number of mmm
nies and consultants now believe that it's
lime to start gnoring the customer, That's
Ihe uqu:g) these experls arguce, to create
the Kind of hreaktheough prodicts wid ser-
viees Lhat can catipult you far uhead of the
compelitson,
“"Sound heretical? Well, coasider that such
companics as Chrysler, Compagq, and Mo-
torola have achieved startling successes by
igporing their customers from time to time.
Cheysler, fore instance, forged ahead with the
original minivan despite research showing
that people recoiled at such an odd-looking
vebicle. Compaq bet millions on PC net-
work servers in the carly 19905 even though
catomers said they would rever abandon
their mainframes. Last year Compaq sold
§15 billion worth of these PC servers, many
1o former mainframe users.

Of course, knowing what the customer
thnks is still mmr(ﬂ, especially when it
omes (0 fine-tuning & product of a service,
General Motors now reprets hurrying its
siowaclling 1992 Caprice onto the market,
even though comsumers had indicated in tests
that, among other things, the rear wheels
looked too small. And there's scant reward in
showing willful arrogance. That's Intel all
over, with the Pentium chip debacle

Still, more and more companies are
kearning that moeumes your customers
cam actually besd you asteay. The Ganper bies
w becoming a feedback fanalic, slavishly
devoted to customers, constantly trying to
get in cven better touch through more focus
groups, more surveys. Not oaly can that dis-
tract you from the real work at hand, but it
may also cause you to create new offerings

1,7

that are safe and band. Says media mogul
Barry Diller, who forged ahead with Fox
Broadcasting even though surveys said
there was po need for another network:
“We become slaves to demographics, to
market research, to focus groups. We pro-
duce what the numbers tell us to produce.
And gradually, in this dizzying chase, our

senses lose foeling and our instincts dim,
cormoded with safe nction,™

Tom Kuczmarski, a Chicago munage-
ment consullunt, ngrees with Diller, point-
ing out that playing it safe isn’t necessarily
the best way 10 make a buck, In a recent
study, Kuczmarski found that fully 90% of
so-called new products are simply line ex-
tensions, such a5 Frito-Lay's Doritos Fla-
min’ Hot Tortilla Chips in snack-size bags,
This despite the fuct that truly origing!
products—the remaining 10%—possess
the real pofit potential (see chisil) Says
Kuczmars Tooohenlh:cmphamuon
coming up with something that's accepta-

Instoad of listening to s customers, retalior Urban Outfittors stalks them for lastion ldess.

MANAGING/FORTUNE BOOK EXCERPT

Co

+ SEEING THE

FUTURE
FIRST

you and your team debate a trend for cT&hl hours? Mastmanagers . _spend far too

little energy R)r&un. a lunglmn view ufﬂlur industry. v. Wby Gary
G

RE YOU compe!

ing to dominate

your industry's fu-

ture? To find out,

ask yoursell three

questions. we often
ask senior managers:Eirst) what
percentage of your time is spent on
Saternal.t
Ty mulruhrdmr_ for example,
e implications of a patticular new
logy vs. debating corporate
ad allocations?

Sccond, of this time spent looking
outward, how much iy spent consider-
Jdngew the world could be différent
n five or ten years, as opposed to wor
rying about winning the next big con-
tract or how to respond to o compet
tor's peicing move?

Third, of the time devoted to look-
ing outward and forward, how much is
spent insoasuliationnith colicagues
where the objective is to build a decp-

ABOUT THE AUTHORS

Gary Hamel is a professor at the London

Business School, C.K. Prahalad is a professor

at the University of Michigan business school.

Both consult extensively with companies, and

they are co-authors of influential articles, in-

cluding “Strategic Intent " and “The Core Com-
tence of the Corporation,

FORTUNE SEFTUMBER S

b shmd well-te
HTE, @5 Oppose
diosyncratic view
The answers typically conform to
what we call the 40-30-20 rule. In our
cxperience about 40% of senjor exec
utive time is spent looking outward,
and of this time about X% s spent
peering three or more years into the
future. And of the time spent looking
forward, no more than 20%

ted view of the fu-
onal and

is spent
attempling 1o build a collective view of
the future (the other 30% is spent
looking at the future of the manager’s
particalar business). Thus, on aver
senior manage L s dcwnn;:
than 3% (40% x 3% x 209
i y BUIding a corporate per-
spective on the future, In some com
panies the figure is less than 15,
Our experience suggests that Lo de-

Mnm point
of view about the (utute, » 0

ol team must be willing to
0 50%

of its time over a
period of months, It must then be will
ing to continually revisit that point of
view, claborating
the future unfolls

Pl vitd st steps Incompeting for
the fuasg is the quest for industry.
Dresighiehis Is the race (o giin an

and adjusting it as

Understanding deeper than competi-
tors, of the trends and discontinuitics
~-technological, demographic, 1

Iatory, or lifestyle-that could be «

e Fite by Oy
Press. Coppght © Gy

1 CX Pyl
d CX. Proteked

) Ay

Hamel and C.K. Prahalad

to transform industry boundar
create new oo mpe Utive pace

Industry foresight gives a company
the potential to get 10 the future first
and stake out o leadership position, It
informs corporate direction and letsa
company control the evolution of ity
industry und, thereby, its own destisy
Ihe trick is to sce the [uture before it
arrives.

jes and

We don't believe any company cas
gt along without a well-articulated
point of view about tomorrow’s op-
portunitics and cha
many companies seem convinced that
foresight is the easy past; it’s imple
grentation that’s the killer, We beliee
that creating industry forcsight
achieving operationnl excellence a
equally challenging. Many times wh:
are described as today's implements
tion failurcs are really yesterday's fad-
ures of foresight in disguise. The qual
ity deficit, which cost U.S. automakers
so much market share in the 197
and 1980, was more than jost “poor
exceution.” Detroit didn’t suddenly
get sloppy, and Japancse carmakers
it sttt out with o quility adve
tage, Japunese neto compiinies res
ized decades
midable
be nec
in their

Todsy

nges.

compotitve weapons would
to beat U S, car com
home market, The now wesg

ons they sct about developing were

quality, cycle time, and fTexibility
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MR for High-Tech: A Paradox?

= Don't ask the customers (Akio Morita)

“Instead of doing a lot of market research, we
refine our thinking on a product and its use

and try to create a market for it by educating
and communicating with the public.”

= Doing marketing research slows new product
intfroduction. (Pearlman at Zenith)

“Empirically | have not found marketing research
to be useful for innovative products.”
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Incremental
Innovation

Fine-tuning < ——  |deation

s Breakthrough

Innovation




What Went Wrong with Iridium?

bl

Ir|d|um Satellite Solutions

ONE SYSTEM GlOBAllY

1) Send a Satellite Message

Tl 7 60 s
How Iridium Works. (&) | 2 Change Your MDA



Lessons Learned

= Most entrepreneurial failures are those of marketing.

“Marketing decisions are the most important.”
(Lodish in Entrepreneurial Marketing

= Customer research is critical in developing a really new
product:

“The degree to which a product is innovative and the

effect of discontinuities on customer evaluation should
be examined early in the development process.”

(Veryzer, JPIM 1998)



MR for High-Tech Products

= OIOIHI3 MO0 OHAIE XA 52 S
“Discovering” market opportunities
- Al L =9| Moy
. “Sizing” market opportunities
- 2 J1EY BERL 205 —->
ANBEHEEC H4
- “Fine-tuning” product/market strategies
- HE A & EA| MO Ful¥t ->
AT UH| HZF2| 24




“Discovering” Opportunities

= W2(lucklo] &

n IiIJiI"WI AAD|2] 2A 2™
Market—driving (or Intuition—-based]

- Finding new markets for new (esp. disruptive)
technologies: shifting basis of competition

- Market-driven (or Research-based) N
- Observational research HE g EL
- Empathic design '
- Lead user process
- In-depth interview (e.g. Zmet)



http://www.aladdin.co.kr/shop/book/wbook.aspx?ISBN=8919012148

Observation Tells What Customers

Can’t Tell You

= (Observing (what they do) is often more
useful than is asking (what they say).

- Anthropological approach: Intel
- Ethnography (e.g. Applied Exploration)

- Discovering what the customer has
already discovered




Ethnography: Do It Right...

Anthropological research can be a potent tool—or a waste of time and money.
Here's how to get the most bang for your buck:

Think Big
Thoughts

Ethnography is most
effective when it's used
to spot breakthrough
innovations. Don't use it
forincremental
improvements or to solve
small problems.
Ethnography works best
when the questions are
big and broad. “The good
time to use itis with
futuristic research,” says
Natalie Hanson, SAP's
director for business
operations.

Due

Diligence

Many companies do not
have the resources to hire
their own anthropologists
or social scientists. So
picking the right
consultants can make or
break a project. With
many poseurs jumping on
the bandwagon, it's
important to hire a firm
with a track record, client
references, and a staff
with a mix of skills in
social science, design,
and business.

Start
Early

Using ethnography at the
beginning of the product
development process is
key because it helps
identify consumers’
unmet needs. It's those
findings that caninspire a
hit product or service. One
danger of waiting too long
to bring in social scientists
is that you might end up
with “feature creep,”
simply adding
unnecessary bells and
whistles.

Sell,
Sell, Sell

Let's face it: Many
executives think
ethnography is bunk. So
managers must
constantly educate
others about its value.
Be clear that ethnography
is not a cure-all but can
spark innovation. “To get
people to think about a
softer approachis a
challenge,” says GE’s
marketing operations
manager, Dominic
McMahon.

Build
a Culture

Organizations that have
used ethnography to the
greatest effect have
usually made such
research an integral part
of their culture. “| don't
believe itis one person's
job to figure out user
problems,” says Alex Lee,
president of OXO, a long-
time user of ethnography.
“What's important is the
mindset of the people.
Ideas come from every
which way.”




...and Reap the Rewards

Motorola A732

After observing
how popular Chinese-
character text messaging
was in Shanghai,
Motorola researchers
developed a cell phone
that lets you send
messages by writing
_ = directly
on the
keypad
using
your
finger.

TownePlace Suites

A team of ethnographers
and designers from IDEO
found that TownePlace
guests often turn their
bedrooms into work
spaces. So it came up with
a flexible modular wall
unit where there had been
only a dining table. Guests
can use the unit either as
an office or a place to eat.

0X0 Hammer

To develop a line of
professional-grade tools
for consumers, OXO and
Smart Design visited
contractors and home
renovators.

One result:

A hammer

with a fiberglass

core to cut

vibration and

arubber

bumper on top

to avoid leaving

marks when

removing nails.

Citigroup PayPass
Citigroup teamed up
with Doblin Group to
brainstorm new payment
services for consumers.
This summer, Citi

will launch a pilot

project called PayPass
that lets New York City
subway riders pay

with a special key chain
tag that debits their
checking accounts.

Sirius S50

Sirius and Ziba Design
studied how people listen
to music, read magazines,
and watch TV. That led
them to develop a
portable satellite-radio
player that is —
easily loaded {’\ |
withup to
50 hours
of digital
music for
later
playback.




Empathic Design

» d30Ie (S&3R] OXIl

. Watch consumers in their own world

- Customer visit program

- Allows marketers to identify
Trigger of use
Interactions with the user’'s environment
User customization
Importance of intangible attributes
Unarticulated user needs

- Process to conduct Empathic Design



Lead User Process

= Lead user process aims to create
breakthrough products by identifying
lead users and learning from them.

commercial products available o
I

L

lead users

= Who are the lead users? create

solutions
“Lead users have needs that are
well ahead of market trends and
go far beyond those of average
users. Over time, more and more
people feel the same need.”

— Eric Von Hippel

routine users

early adopters

people who need a new product

'S

time



Lead User Process

= MEAIZII EESMAS 5T
- Lay the foundation
Determine important market/technical trends
- Identify and question lead users
- Develop the breakthroughs (lead user workshop).
Project the lead user data onto the larger market.

= 3M Example:
medical imaging
- surgical drapes



Affinity Diagram

Random Ideas Affinity Diagram
| ] | Main Interview Subject |
o L - I o I, I oo | .
| Bundle #1 | | Bundle #2 |1 Bundle ... | ; Bundle N |




- In-Depth Interviews

. ASHAE B9 U0 I

- Focus Group Interview
Creative Session
Super Groups
Deliberate Group

- In-depth Interview
Laddering
Repertory Grid
Echo Technique

- ZMET (Zaltman Metaphor Elicitation
Technique)




ZMET [ Zaltman Metaphor Elicitation, Technique ),

b ZNET QH= 2%

FMETS = MHEEEE AEH ZHIE J2E JH D, 2AZHH 2B k= 2HY d= HESZM DIEN 22 BEBHHH 2
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1. Storytelling{ 2 0I0EN) 2. Triadic Sort{&=2H W) 3. Metaphor probe{(dJ2E =)

JEEE I8 e 010F7] =% JH " HlW Eft =25FE
4. Sensory Metaphor{Z2Z29) L. Yignette(S3HHM =0)
_ N N
. ke
F L
o 73

BJHAl e OI8E 2558




Sizing” Opportunities: Demand Forecast

Cumulative
Adoption

Market Potential

/ Market Penetration

Time
Launch



Estimating Market Potential

HZH 2EE 0188 0I=JIE
Regression analysis
Econometric model
Input-output analysis
Logistic Model

fi0

ANEZALE S8 ISTIHHA+HE)
Consumer Research
Delphi method
Historical Analogy

Information Acceleration (IA) — enhanced
scenarios



Delphi Method
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Estimating Market Penetration:

The Bass Model

The Bass model is used to predict first—purchase growth ([ “diffusion” )
of @ new product by incorporating “external (innovator)” and “internal

(imitator)” influences.

o Adoptions due to
= Internal influence
©
R
E S
o Adoptions.due to
C O .
oo External inf
Z < C\
Time




Bass Model

Parameter Estimation: m, p, g

Model refinements and extensions
- Model assumptions and relaxation
- Multi-generation diffusion and the “Law of Capture”
- Individual level diffusion analysis

Analogical diffusion estimation

Other uses of diffusion models
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Kano Graph

Satisfied T

excitement_
Need Need S
not fulfilled well fulfilled
/ d
Thresho!

Dissatisfied




Market Readers: IT industry

Gartner
=1DC

Analyze the Future

===’Jupiter
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http://www.isuppli.com/index.asp
http://www4.gartner.com/RecognizedUser

