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checklists, reviews, and extensive project

STRATEGY TUDPES REUIEW evaluations. Because the Defender is working

in a niche market and competing primarily on

One of the most commonly used strategy ) _
price, the company cannot afford to let quality

assessment tools compares an innovation o )
slip in either the product or the manufacturing

organization to one of four Miles & Snow

process.  Other aspects of New Product
strategy types @.  Not surprisingly, each ) )

Innovation, such as use of Portfolio
idealized strategy type approaches New _

Management tools, are not so important to a
Product Development differently in its

Defender firm, since decisions are made by a

response to environmental, market, or

centralized, authoritarian group and since
technological changes. Here we review how ) o )
most projects will involve only incremental
each of these Miles & Snow strategy typology ) o
improvements as derivatives or enhancements
companies might respond to several of the
to the company's very strong core technology.

key aspects of an effective NPD program:

e Rigor of NPD Process (utilization of

Very Rigorous NPD
rocess

oeLittle Rigor and/or
Low Use of NPD
[=|Processes

o[ Fairly rigorous
LWLI|NPD Process, less
INJfor process
2[improvement, more
«|for New Products

May or may not
se NPD Process
ith or without

igor or details

and flexibility of the process),

Little Use of
ortfolio
anagement
rocesses

Extensive Use of
Portfolio
Management <
Q. [Planning and

’ Coordination »

+High Degree and
Depth of Up-Front
Market Research

Portfolio
Management
system not effective

DEFENDER

e Portfolio Management tools utilized

+High use of
Portfolio
Management Tools »

for decision making, nfrequent or
Shallow Front End

Market Research

-Does not conduct
Front End Market
Research or
Competitor Studies

+Uses Front End
Market Research
for all new product
efforts

e Extent of front-end Market Research,

“High Use of Work
Groups (Infrequent
Use of Cross-
Functional Teams)

e Cross-Functional Teams (used

+High Use of
Diverse, Cross-
Functional Teams

~Uses a variety of
‘team structures,
small committees
and work groups

+nvolves Cross-
. Functional Teams

throughout the NPD project),

-Does not value

Speed to Market ~Prefers to be fast

follower over first

to market but

values speed

+Highly values
Speed to Market,
First to
Commercialize

° Speed tO Market, -Does not value
speed to market

+Highly values

Quality of Product

e Product and Process Quality (emphasis s

~May or may not
value the quality
process for
production

~Quality of Product
or Process is
Secondary to Speed

+Highly values
quality of the
process and the
new product

on quality over other product or

process attributes).
On the opposite end of the continuum, the

Generally, a Defender firm values stability, cost
efficiency, and centralized control. Therefore,
it is not surprising that they would implement

and enforce very strict NPD Processes through

Prospector firm will be most interested in
speed to market variables since this type of
strategy values being “first”. The Prospector

will engage with their customers in early
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market research to a high degree so that they
can deliver new ideas to the marketplace
rapidly. Because a high degree of
coordination  across  many  technology
platforms is required, the Prospector firm is
more likely to use Portfolio Management tools;
however, elements of Portfolio Management,
such as mix and balance may be missing from
their analyses. Finally, since the Prospector
addresses

strategy engineering and

administrative ~ problems by  employing
generalists rather than specialists, cross-
functional teams are nearly always active in

their NPD efforts.

Next, straddling their dual role as Defender
and Prospector, the Analyzer firm may also
show dualities in implementation of some key
NPD elements. For example, they may use a
good deal of rigor to have a new idea enter
into the NPD process for development and
prototyping, yet process improvements in the
base technologies may be implemented
without much senior management review in
order to achieve product cost efficiencies.
Again, since planning is very important to
successful implementation of an Analyzer
strategy, these firms will use Portfolio
Management tools both effectively and

extensively. Market Research will be

thorough, and  cross-functional  teams,

especially involving operations and
manufacturing teams, will be used on most
NPD projects. Speed to market is important
because the Analyzer wants to gain market
share versus their competitors; however,
because quality of the product and process is
important,  they  will not rush to
commercialization until satisfied with all
elements of
production. Often, the
Analyzer organization
will be a Fast Follower
to the market, rapidly
launching a new
product just behind a

competing  Prospector

firm.

Lastly, Reactor organizations will tend to have
a “shot-gun” approach to NPD depending on
the industry, maturity of the firm, and
historical past performance. For example, a
Reactor organization that is forced into
innovation by a corporate dictate may use a
rigorous NPD process but fail to implement
cross-functional teams. Or a firm that was
formerly a Defender organization but finds
itself in the midst of radical technological

change may value quality of the production
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process very highly but be wnable to
implement an NPD Process to ensure future

innovations follow past performance.

AOW TO USE STRATEGVY TVYPES

Strategy typologies are most useful as
general, conceptual categorizations © to
provide an understanding of how your firm is
measuring up to its formal mission and vision
statements. Each of Miles & Snow's strategy
types, save the Reactor, can be successful in
certain  markets with the appropriate
technologies, and with clear responses to
environmental changes. Of course, firms will
have commonalities and differences in strategy
typology elements ©), but most companies will
find  their intentional or unintentional
innovation  strategies
will naturally fall into

one of Miles &

Snow's types.

For example, pricing
after implementation

of a new technology

is not necessarily
found to correlate with a specific strategy
typology. A Prospector firm may expect to
reap profits from a near monopoly operation

when a New-to-the-World product is first

introduced by actively  seeking  new
opportunities in new markets @. Instead, over
the long run, the pricing advantage occurs
only when a customer views that a new
technology offers differentiation or a benefit

to the customer’s firm @,

Additionally, organizations tend to express
their strategic typology in the types and scale
of New Product Development projects.
Specifically, as Manion and Cherion © show
the close relationship between NPD project
type to the degree of newness to the firm.
Products that are “New-to-the-World" will
have a high degree of newness not only to the
firm, but also a high degree of newness in the
market. Of course, these projects are

attractive to a Prospector company whose goal

is strategic diversification.

Gaining a deeper understanding of your
organizations’ institutionalized, or automatic
in-grained, internal responses to external
pressures will help guide the company to
take advantage of markets, technologies,
and competition in ways that the structure of
the firm is best suited to do. Identifying which
strategic typology best matches your firm’s
response to change helps to shape and form

the  decision-making  process. Finally,
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implementation of specific elements of the
strategy typology or redirection in strategic
vision can help to build or refine the
organizational structure to better achieve and
measure success objectives and  project

milestones.

LINK OF STRATEGY TVYPES UITH
NPD SUCCESS METRICS

Strategy is one of the two most important
drivers for NPD success ®. However, because
the type of NPD projects which are undertaken
are also an expression of the organization's
strategic typology, innovation metrics will vary
from firm-to-firm ©).  Typical linkages between
strategy and preferred metrics of successful
innovation are discussed below. A Defender
organization which pursues stable product
lines and penetration of existing markets will
focus on somewhat different metrics than a

typical Prospector firm, for example.

DEFENDER

Because the Defender firm is working to
protect its market domain through high
quality, superior service, or lower prices, one
of the most important metrics is whether the
new product fits the business strategy. Our

idealized Defender company, Queen Royal

Plastics, for example, will measure whether the
single core technology can deliver a new
product with minimum capital investment and

without disruption to the existing product line.

One particular measure of success that is
commonly used by Defender firms, is the

Return on Investment (ROI). An ROI estimate

during program development will involve
gathering estimated sales and revenue data,
subtracting expected costs to generate an
estimated profit, and then dividing by the
expected (or actual) capital investment. Many
Defender firms will set a “hurdle rate” for new
product development ROI that is quite high,
up to 20 or 30% in order to maintain the
single technology platform in the stable, niche

market.

A disadvantage of tracking ROI metrics is that
aging factories are fully depreciated, so adding
any new product to the portfolio will result in
extremely high investment  with a
commensurately low ROL Defender firms risk
obsolescence if they fail to introduce new
products periodically and if they fail to
continue to invest in the production facility.
Fortunately, the Defender firm is more than

twice as likely (40% of new products vs. 21%)

to offer product line additions as is a
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Prospector firm, ) thus extending the life cycle

of the product platform.

PROSPECTOR

In contrast to the Defender firm, the
Prospector firm values being ‘first” to market,
so its primary measure of success involves
whether the products of today will lead to
future opportunities. In fact, the Prospector
firm will introduce nearly six times as many

“new-to-the-world”
products as will a
Defender firm (30% of
portfolio vs. 5%) @,
Measures for a
Prospector firm will be

consistent with

changing product lines
and early market entry ©. Innovation, also a
high priority, may be tracked through metrics
such as number of new patents issued over a
period (quarter or year), as well as
benchmarking patent portfolios with nearest
competitors to ensure the Prospector firm is

“winning” with the most new technologies.

For the "bean counters” at the Prospector firm
that require additional objective metrics, the

company may look at number of new

products released during each period as well
as percent of sales from products less than
3 years old. The metric will vary slightly, for
example, to include percent of sales from
products released during the last 5 years or
percent of product portfolio less than x years
old, depending on the expected life cycle of

each new product line.

A disadvantage of measuring only new
product profit over the most recent years will
discount those products that have staying
power in the market, resulting in longer

commercial life cycles.

 ANALYZER

Again balancing the hybrid nature of
maintaining  stability in  operations but
innovating as a Fast Follower, the Analyzer
firm balances metrics, as expected, between
those of the Defender and the Prospector.
However, the Analyzer firm will tend to focus
more closely on projects that have a lower
degree of newness in the marketplace as

compared to a Prospector firm ©.

An important metric to the Analyzer firm is the
rate of success for new products in the
marketplace. These measures will include 7t

with  business strategy as well as the
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development program ROL An NPD project
that is considered “too expensive” will not
likely be followed with another similar NPD
project until the Analyzer firm can discern the
full details of the “failure” by one of many

rigorous analyses.

On a more mathematical level, the analyzer
will be interested in the percent of profits
from products that are newly released (e.g.
less than 3 or 5 years old). Notice that the
Prospector will look at sales or
revenue in addition to profit, but the
firm's

duality of the Analyzer

the research and development investment was

not focused for efficiency in the first instance.

CONCLUSION

Some key metrics are presented in the table
below, along with the key characteristics of

each Miles & Snow strategy type.

Thus, it is important to match your metrics

with the organization's strategy type for

meaningful analysis. If the metrics are not

Strategy Type Key Metrics

Defender

strategic nature will require a focus
on profit instead of just sales, since
cost efficiency in  manufacturing
continues to be a driving principle

for the Analyzer firm.

REACTOR

With  no specific new product
development strategy, the Reactor
firm will look to subjective measures

of project success. If any metrics

* Locateand try to maintain a niche in a relatively
stable product or service area

* Protect domain through high quality, superior
service, or lower prices

* May retrench if the marketing environment
becomes uncertain

* Value being “first” even though not all effortsare
profitable

* Seek to innovate, take risks, seek out new
opportunities and grow

« Readily adopts new technologies

+ Development program ROI
« Degreethat new productsfit the business strategy

Prospector

* Percentof sales and/or profits from products that
are less than “x” yearsold, release in past “y”
years

« Degreethat products of today lead to future
opportunities

Analyzer

* Seldom “first” but often have better products

« Try to maintain stability in operations, but want to
innovate at “edges” of the markets

* Wantto develop internal efficiencies and product
reliable, high quality products

* Monitors competitors and can often bring more
cost-effective products

* Degreethat new productsfit the business strategy

« Development program ROI

* Percent of profits from products that are less than
“x” years old

* Success/ Failure rates

Reactor

* Notas aggressive as competitorsin maintaining
established products and markets

* Respondsonly when forced by strong environmental
pressures, develops only incremental improvements

« Don’treally have a strategy at all. Simply react or
respond to whatever is happening in the market
environment at that time.

* Development program ROI
* Subjective overall program success

are tracked, the development program ROI
may be reported. The disadvantage is, of

course, that the ROI is not necessarily

representative of success in the marketplace if

closely aligned with strategy, the firm may be
meeting goals but failing to acknowledge
success by measuring against an inconsistent

or incongruous target. Using strategy based
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metrics can also streamline the post-launch
process substantially, since the NPD teams will
be experienced with the data for the metric as
well as aligned with the project and product

goals, throughout the NPD life cycle.

Finally, strategy and metrics do not assure
NPD success. Aligning metrics with strategy
will, however, allow the firm to ensure
objectives are met, but product differentiation
continues to be the other primary leading

indicator of market success.

QUICK REFERENCE GLOSSARWY

Check our website for a quick and easy list of
terms used in New Product Development.
Some terms used in this article are shown
here.

Analyzer: A firm that follows an imitative innovation
strategy, where the goal is to get to market with an
equivalent or slightly better product very quickly
once someone else opens up the market, rather
than to be first to market with new products or
technologies. Sometimes called an imitator or a

"fast follower."

Cross-Functional Team: A team consisting of
representatives from the various functions involved
in product development, usually including members
from all key functions required to deliver a
successful product, typically including marketing,

engineering, manufacturing/operations,  finance,

purchasing, customer support, and quality. The
team is empowered by the departments to
represent each function's perspective in the

development process.

Defender: A firm that stakes out a product turf
and protects it by whatever means, not necessarily

through developing new products.

Fast Follower: A firm or organization that is adept
at improving existing technologies through
incremental innovation in both product and process
technologies. Often offers a product or pricing

advantage over the first-to-market competitor.

Innovation Strategy: The firm's positioning for

developing New Technologies and Products.

Market Research: Information about the firm's
customers, competitors, or markets. Information
may be from secondary sources (already published
and publicly available) or primary sources (from
customers themselves). Market research may be

qualitative in nature, or quantitative.

New Product Development (NPD): The overall
process of Strategy, Organization, Concept
Generation, Product and Marketing Plan creating
and evaluation, and Commercialization of a New
Product.

New Product Development Process (NPD
Process): A disciplined and defined set of tasks
and steps that describe the normal means by which
a company repetitively converts embryonic ideas

into salable products or services.
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New-to-the-World: A good or service that has
never before been available to either consumers or
producers. The automobile was new-to-the-world
when it was introduced, as were microwave ovens

and pet rocks.

Portfolio Management: A business process by
which a business unit decides on the mix of active
projects, staffing and dollar budget allocated to

each project currently being undertaken.

Prospectors: A firm that leads in technology,
product and market development  and
commercialization, even though an individual
product may not lead to profits. Their general goal
is to be first to market with any particular

innovation.

Reactors: A firm that has no coherent innovation
strategy. They only develop new products when

absolutely forced to by the competitive situation.

Return on Investment (ROI): A standard measure
of project profitability, this is the discounted profits
over the life of the project expressed as a

percentage of initial investment.
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