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Abstract 

The Role of Market Research Companies 
in the New Product Development Process 

Ed J. Nijssen, 
Erasmus University Rotterdam, The Netherlands * 

Ruud T. Frambach, 
University of Ghent, Belgium 

and Tilburg University, The Netherlands 

Saskia A.C. van Loon, 
Erasmus University Rotterdam, The Netherlands 

This research explores the role that Market Research Companies play in the New Product 
Development process of companies. The focus is on: (I) the kind of NPD tools Market 
Research (MR) Companies use, the reasons for use, and the degree to which they are adapted 
for use; (II) the type of companies that use MR Companies' services, and their motivations to 
do so; and (III) the link between the level of use of MR Companies' services for NPD and 
companies' NPD performance. The results from an empirical research among 35 Dutch MR 
Companies show that NPD is a major area for them. Their focus is on qualitative research 
dealing with marketing-mix and product optimization problems. In over 75% of all cases MR 
Companies have adjusted the NPD tools they use. The prediction qualitylcontent has been 
improved and/or standardization has taken place. Consumer goods and large companies 
make more use of MR Companies' services than industrial and small companies. Motivations 
for use are risk reduction/increase of NPD success, lack of timelcapacity, company policy, 
and lack of expertise/market knowledge. Analyzing the relationship between the level of use of 
market research services and NPD performance no significant, direct effect is found. 
However, a positive effect is found between the use of MR Companies' services and NPD 
performance for firms that use this research to specifically solve problems and/or increase the 
new product's success. 

Correspondence: dr. Ed J. Nijssen, Center of Market Driven Innovations (room H17-25), Erasmus 
University Rotterdam, PO-Box 1738,3000 DR The Netherlands. E-mail: Nijssen@few.eur.nl. 
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1. Introduction 

The importance of New Product Development (NPD) for companies has increased, especially 

the last couple of years (Craig and Hart, 1992). New products are not only essential for 

sustaining ones competitive position, they also play an important role in accomplishing 

company growth. Trends like: shorter product life cycles, more global markets, and a 

quickening pace of technology amplify the importance of NPD and introduce new demands on 

the process and its people. The process has to become more effective, more efficient and faster 

in order to be able to keep up with competition and, at least, recapture investments made 

(Nijssen et al." 1995a). This new NPD must be based on good information. It will help the 

company deal with its increasingly complex and dynamic environment. The main objective for 

NPD managers is to be able to identify problems at an early point in time in the NPD process 

and to improve the success of their new products (Mahajan and Wind, 1992). This is 

important for success rates in NPD are still low (Urban and Hauser, 1993). A company can try 

to gather the necessary information itself. However, it can also hire a Market Research (MR) 

Company to help solve its information problems. Probably, MR Companies play an important 

role in the NPD process of many companies. First, Mahajan and Wind (1992) note that NPD 

is both an important and growing area of interest for MR Companies. Second, previous 

research has found the awareness, adoption and diffusion of NPD tools to aid the NPD process 

among companies to be limited (Nijssen et aI, 1995b). Third, Gupta and Wilemon (1996) 

report an increase in the involvement of external parties in companies' NPD process. Because 

of the above, an inquiry into the actual role that MR Companies' play in the NPD process of 

companies seems called for. 

The objective of this research is to gain insight into the role of MR Companies in the NPD 

process of consumer goods and industrial companies, and the type of research they perform. It 

will help to obtain a better understanding of the motivations of organizations to hire MR 

Companies and the added value they get from it. Furthermore, it may help to explain the 

relatively low usage rate of NPD tools among NPD managers of industrial and consumer 

goods companies. 

The structure of this article is as follows. Section two discusses the need for information in the 

NPD process. It deals with the tools available to companies and the role that MR Companies 



can play in helping to develop a successful new product. In section three research questions 

are formulated. Section four discusses the methodology of the empirical study. Section five 

reports the results. The final section contains the discussion and conclusions. 

2. Background 

New Product Development IS essential for company survival (Craig and Hart, 1992). 

However, despite improvements the rate of commercial success is still low (Clark and 

Wheel right, 1993). It remains a complex and sizable activity who's outcome is largely 

unpredictable. NPD always involves answering at least one of four questions (Oppedijk van 

Veen, 1987), i.e.: (1) What product should be designed?; (2) How must the product be 

designed?; (3) How should the product be introduced onto the market?; (4) What is the 

anticipated rate of success of the new product? Solving the questions' underlying problems 

requires information. The need for information will depend on the number of questions that 

has to be answered. In general, this is directly related to the level of "newness" of both the 

new product and its market. A clean sheet project, including a partly familiar technology 

aimed at conquering a related but new market, clearly involves more uncertainty than a simple 

line extension for one of the company's current market segments. Thus, a higher level of 

newness calls for more information. However, also the risk attitude of the company's 

management and the costs associated with obtaining the necessary data will playa role 

(Churchi), ] 991). The more risk averse the management the higher the need for information. 

Costs and difficulty in obtaining the data will not lower the need for information but will force 

management to make an economic analysis balancing the risk of taking the wrong decision 

and allocating time and money to gathering the data. 

A large number of tools has been developed to aid a company's NPD. Even though their use 

will not guarantee success, they are designed to help to obtain the necessary information and 

insight (Mahajan and Wind, 1992). These tools can be classified according to the type of 

questions, i.e. NPD problems they address (see Table 1). Although most tools are exclusively 

aimed to address a specific NPD problem, empirical research shows that managers use them in 

a rather unfocussed way, applying them at different stages of the NPD process (Nijssen and 

Lieshout, 1995). The main reasons for use are problem identification, increasing the success 
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level of the new product, and generating information to support the sales force creating 

"inroads" toward customers. 

Table 1: Classification of NPD tools 

Basic NPD-question: Suitable tool: 

What product to develop? Brainstorming, morphological analysis, synectics 

................................................................................... f~~~~ .g~~~p.' .. ':l.~~r.~~~~~.~Y~!!~~J. ~.~~ P~.~ .~~!h~~ ..... 

How must the product be designed? Conjoint analysis, Quality Function Deployment 

concept test, prototype test, in-horne-use test 

How to introduce the product onto the market? Mini test, simulated market test, limited roll-out 

scanner market, test marketing 

What is the new product's anticipated success? Market prediction models, diffusion models, eco· 

nomic models (ROI-analysis/pay back time) 

Although users tend to be satisfied (Nijssen and Lieshout, 1995), overal1 usage rates of NPD 

tools are low, i.e. about 30% overall (Mahajan and Wind, 1992). Possible explanations for this 

limited use include: low awareness among managers of the existence of these NPD tools 

(Mahajan and Wind, 1992), limited faith of managers in the usefulness of applying NPD tools 

(Verhage et aI, 1981) and the invol vement of MR Companies in gathering market information 

and solving companies' NPD problems (Nijssen and Lieshout, 1995). The latter explanation 

points to the fact that a company can gather information itself, but can outsource too. In fact, 

increased use of market research to monitor market trends and solve NPD problems is 

reported (Oostveeri, 1991; Mahajan and Wind, 1992). According to Deshpande and Zaltman 

(1982), using a MR Companies' services is common practice. Even companies that have their 

own market research departments frequently make use of external agencies to gather and 

analyze data. Advantages associated with outsourcing include: expertise, cost advantages, 

professionalism, and flexibility (Holmes and Reid, 1995). MR Companies enjoy economies of 
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scale, and have greater expertise in specific research areas due to specialization and higher 

turnover. Often they can also perform the job more quickly due to higher capacity. 

Furthermore, users of MR Companies' services consider MR companies to be more 

professional and objective than their own market research departments. 

Finally, MR Companies are probably especially hired to assist in the final stages of the NPD 

process. First, MR Companies traditionally offer services for marketing mix optimization (e.g. 

advertising research, pricing research). Second, empirical research shows that idea generation 

techniques are among the NPD tools most commonly known and used by companies 

themselves. As recently MR Companies have become more aware of NPD as a very potential 

research area, and more tools have become available (e.g. conjoint analysis, QFD) concept and 

product development/testing may very well have become their most important growth area 

(Mahajan and Wind, 1992). 

3. Research Questions 

Based on the previous discussion we formulated a number of research questions to further 

direct our exploratory empirical research. We clustered these questions according to 3 areas of 

interest: (I) the importance of NPD research for MR Companies in general, (II) the role that 

MR Companies play in the NPD process of companies, i.e. their clients, and (III) the link 

between the level of use of MR Companies' services and the company's NPD performance. 

Importance of NPD researchfor MR Companies 

Mahajan and Wind (1992) state NPD assignments to be a significant and growing part of MR 

Companies' turnover. We wanted to establish this. Furthermore, we wanted to find out which 

NPD tools the managers of MR Companies are familiar with, which they actually use, and to 

what extent they have modified them for use. These findings will complement previous 

research with regard to the use of NPD tools by companies. The specific research questions 

formulated include: 

RQ I. What is the percentage of NPD assignments in MR Companies turnover? 

RQ2. What type of NPD problems are MR Companies hired for? 

RQ3. Which NPD tools do managers ofMR Companies know, which do they use, 

how often do they use them, and why do they use them? 
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RQ4. What do MR Companies consider to be the major shortcomings of existing NPD tools, 

and what kind of modifications have been made to their tools? 

Role of MR Companies in their customers' NPD process 

Companies may, to a different extent, make use of MR Companies' services. Based on the 

adoption and diffusion literature a company will adopt quicker and make more use of these 

services when it's management perceives clear advantages (Rogers, 1995). We set out to gain 

more insight into the motivations for use and the company characteristics explaining light and 

heavy users. As the level of use may effect the intensity of the relationship between both 

parties, also a question addressing this topic was formulated. Thus: 

RQ5. Which kind of companies make use of MR Companies? 

RQ6. Why do companies use MR Companies? 

RQ7. How intense is the relationship between a MR Company and a company/customer? 

Relationship between the level of making use of MR services and NPD-peiformance 

Finally, it is important to establish whether making use of a MR Company's services improves 

NPD performance. The increase in NPD-related sales reported by MR Companies may be 

considered initial support showing that companies think it worthwhile. However, empirical 

research should prove the anticipated, positive relationship. Therefore: 

RQ8. Does making use of MR Companies' services improve NPD performance? 

4. Methodology 

In order to be able to answer the research questions formulated a sample was drawn from a list 

of MR Companies published in a major Dutch Marketing Journal (TvM). The list included 

132 Dutch and Belgian MR Companies. To facilitate the response all companies were 

approached by phone before sending a questionnaire to either their project manager for NPD 

projects or the general manager/research director. Each knows the type of NPD research the 

company offers and can be considered to have an adequate insight into their customer base. 

The final response was 35 MR Companies (i.e. response rate 26.5%). The main reason for not 
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co-operating cited was: "no time to fill in the questionnaire". The distribution of the MR 

Companies in the sample by number of employees is reported in Table 2. 

Confidentiality and ESOMAR regulations hindered the process of obtaining data directly from 

the MR Companies' customers. Therefore, the respondents of the MR Companies were asked 

to randomly select two customers whose situation they were well familiar with, and to answer 

some questions about them. Both a light and a heavy user of external market research l had to 

be selected. Although practical, this approach has some drawbacks. First, because of this 

methodology, non-users were excluded. Second, some bias may exist with regard to the 

customer data. However, given the exploratory nature of our research these restrictions were 

considered acceptable. As not all respondents felt they could provide adequate customer 

information the number of observations at the customer-level does not exceed 41. 

The questionnaire was limited to 10 NPD tools. Despite the fact that traditionally MR 

Companies have focused on research with regard to marketing mix optimization we made sure 

that the selection of NPD tools covered all four areas of NPD-problems identified (see Table 

1). The questionnaire contained a description for each tool (see Appendix A). Most dependent 

and independent variables were measured on 5 point Likert scales (e.g. motivations for use, 

level of adjustment of a tool, clients' NPD performance compared to competitors). However, 

some questions (e.g. type of problem areas covered by the MR Company) listed a number of 

options from which respondents could choose. The alternative answers came from desk 

research and two expert interviews (managers of MR Companies). Also some open-ended 

questions were included (e.g. shortcomings of tools and adjustments made). A copy of the 

questionnaire can be obtained from the authors. 

Table 2: Sample structure: number of employees 

Number of employees 

<5 
5-15 

15-25 
>25 

47.1% 
20.6% 
11.8% 
20.5% 

100% 

Low and heavy use based on the companies' total budget for outsourcing market research. 
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s. Results 

The results will be presented next. They are adressed in the same order as the eight research 

questions formulated earlier. 

IMPORTANCE OF NPD RESEARCH FOR MARKET RESEARCH COMPANIES 

Share of NPD assignments in turnover (RQJ) 

Almost all MR Companies offer NPD services (see Table 3). For about 45 percent of the MR 

Companies these services make up a serious part of their turnover (i.e. >20% of turnover), 

whereas for t 7.5 percent it is their major business (i.e. >50% of turnover). The latter 

companies really focus on performing NPD research (see Table 3). Overall, NPD assignments 

make up about one third of our respondents' turnover in 1994. 

Additionally, over 50 percent of the respondents report an increase in the share of NPD 

research in their companies' turnover, over the period 1990-1994. A further increase is 

anticipated for the near future by the majority of our respondents (57%). This confirms 

Mahajan and Wind's (1992) observation that NPD is a growth area for MR Companies. 

Table 3: NPD assignments~ share in MR Companies' turnover 

NPD's share in MR %of MR 
Company's turnover 1994 Companies 

0-10% 23.9% 
11-20% 32.6% 
21-30% 9.6% 
31-40% 8.7% 
41-50% 8.7% 
>50% ]7.5% 

----.... _---
100% 

Type ofNPD problems handled (RQ2) 

Table 4 shows that almost all MR Companies offer services in the area of "marketing-mix 

optimization". As it concerns the most traditional area of NPD research for MR companies 
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this does not come as a surprise. "Product optimization" and "market prediction" are the 

second and third most important areas for MR Companies, respectively. "Idea generation" 

type of services are less common. Only 58 percent of our respondents offer them to their 

clients. The distribution of MR Companies' sales over the four NPD problem-areas shows a 

similar pattern, although "market prediction" assignments' sales lags a bit behind. 

In addition we can report that most NPD assignments (70%) are restricted to one area of the 

NPD process. Furthermore, 59 percent of our respondents claim that 50 percent or more of 

their NPD sales comes from qualitative research. 

Table 4: Services offered by MR Companies and distribution of sales 

(n=35) 

Idea generation 
Product optimization 
Marketing-mix optimization 
Market prediction 

Services offered 
(% of MR Companies) 

58% 
79% 
96% 
71% 

Awareness and Use of NPD tools (RQ3) 

% of Sales 

11 % 
29% 
41% 
19% 

100% 

Most respondents are familiar with the different NPD tools induded in our research (see Table 

5). Best known are brainstorming, in-horne-use test, focus group and conjoint analysis. These 

all have awareness scores of 100 percent or close to this percentage. They have high usage 

rates too. Less well known are morphological analysis, market prediction models and Quality 

Function Deployment. Explanations may be that Quality Function Deployment is a relatively 

new technique (Griffin, 1992) and that market prediction is a specialist area (see also Mahajan 

and Wind, 1992). The latter is confirmed by the low usage rate and (relatively) high frequency 

of use score; Those who know and use it, use it frequently (88% of our respondents !). 

Remarkable is also the low usage and frequency of use score of the tool simulated market test. 

Probably, it has some major drawbacks. 
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In addition we can report that the major motivations for MR Companies to use NPD tools are: 

customers ask for them/want them (21 %), the technique is our/the MR Companies' special 

competence (38%), and the technique is a good/reliable method (41 %). 

Table 5: Awareness and use ofNPD tools 

Tool 
(n=35) 

Brainstorming 

In home use test 

Focus group 
Conjoint analysis 
Simulated market test 

Mini test 

Diffusion models 
Morphological analysis 

Market prediction models 
Quality Function Deployment 

% Aware 

100% 

100% 

96% 
96% 
92% 

88% 

68% 
60% 

56% 
52% 

% Use 

60% 

68% 

80% 
72% 
20% 

44% 

24% 
36% 

44% 
48% 

% Use frequently 
(top box 2 out of 5) 

50% 

38% 

58% 
35% 
0% 

33% 

13% 
38% 

88% 
39% 

Most tools are used for a wide range of NPD problems. Although most tools do show their 

highest usage scores for the type of problems they are originally aimed at, usage is only 

marginally focused (see Table 6). This is especially true for idea generation techniques. 

Although we have to be careful interpreting these results because of the low number of 

observations per NPD tool, this outcome is similar to the way R&D managers use NPD tools 

(Mahajan and Wind, 1992). 

Shortcomings of, and adjusts to NPD tools (RQ4) 

The major problems our respondents encounter while working with the NPD-tools include: 

prediction inaccuracies, time for implementation and high costs (see Table 7a). These 
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shortcomings match those found in the literature (e.g. Nijssen and Lieshout, 1995; Mahajan 

and Wind, 1992). Probably, therefore, most MR Companies have tried to improve their NPD 

tools. 

Table 6: Usage of tools by NPD problem area 

Problem area: Idea Product Mark. mix Market 
generation optimization optimization prediction 

Tool: 

idea generation 
Brainstorming (n:::: 15) 67%* 47% 67%* 27% 
Morphological analysis (n=9) 11% 56% 67%* 22% 

product optimization 
Focus group (n=20) 50% 70% 90%* 35% 
Conjoint analysis (n= 18) 28% 78%* 61% 50% 
Quality Function Deploym. (n:::: 12) 33% 67%* 42% 33% 
In home use test (n:::: 17) 6% 77%* 65% 35% 

marketing mix optimization 
Simulated test market (n::::5) 0% 80% 100%* 60% 
Mini test (n= It) 0% 46% 82%* 73% 

market prediction 
Diffusion models (n=6) 0% 0% 50% 67%* 
Market prediction models (n=4) 9% 10% 27% 100%* 

*) Highest scores per technique 

Of our respondents 38 percent says to have made extensive adjustments, whereas another 38 

percent indicates to have made an average number of modifications. Both improvements of 

implementation and content are reported. The most common adjustments are standardization 

(i.e. making the tool easier to use) and making the tool suitable for a specific or complex 

market (see Table 7b). The type of improvements depend on the type of tool. For instance, 

focus group and conjoint analysis have mostly been tuned to a specific market, whereas in

home-use test's implementation has been improved. Finally, adjustments are especially 

reported for what seem to be the more complex tools. 
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Table 7a: Shortcomings of tools used most*) Table 7b: Adjustments to tools used 
most+) 

(n=35) 
No accurate predictions/outcomes 
Time consuming method 
Expensive 
Time consuming processing 
Difficult on getting input 
Processing/analyzing difficulties 
Other (e.g. difficult to capture 
complexity of market) 

32% 
27% 
23% 
14% 
9% 
0% 

23% 

(n=35) 
Adjusted for specific market 45% 
Adjusted for complex market 40% 
Made cheaper 35% 
Improved data process 32% 
Improved speed 30% 
Improved prediction quality 15% 
Other (e.g. add own image) 15% 

*) more than one answer was allowed/possible +) top box 2 (very much/highly applicable) 

ROLE OF MR COMPANIES IN COMPANIES' NPD PROCESS 

Company characteristics (RQ5) 

To be able to study the characteristics of companies that use MR Companies' services we 

asked our respondents, to randomly select a heavy and light user (customer) of external market 

research services. Table 8 shows that heavy users are relatively large companies and 

companies active in the consumer goods sector. Although companies with a more innovative 

NPD strategy also seem to use MR companies' services more than companies with a less 

innovative strategy, this difference is not significant. 

Table 8: Characteristics of light and heavy users of MR Companies' services 

(n=41) MEAN 
-------------------------------

Characteristic light users heavy users F-value sIgn. 

Company size (1= <20; 5 = >300 employ) 3.7 4.7 8.0 0.01 
Consumer goods oriented 17% 83% 9.8 0.00 
NPD strategy (I = 1 st to market; 4=laggard) 1.7 1.4 1.7 0.21 

Reasonsfor using MR Companies' services (RQ6) 

Using factor analysis (principal component, varimax rotation) four underlying motivations 

why companies use MR Companies' services were found (see Table 9). These factors are 
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labeled: "risk reduction/increase of NPD success", "lack of time/capacity", "company policy", 

and "lack of expertise/market knowledge". Looking for differences between heavy and light 

users we find that using market research is significantly more often part of heavy users' 

company policy than it is for light users. From this it stands out that heavy users approach 

NPD more systematically/formally than light users. A lack of familiarity with the market of 

the new product ("lack of expertise/market knowledge") is less a motivation for heavy users. 

Apparently, due to a more continuous flow of new products and a higher commitment to 

market research, the knowledge of heavy users of their markets is at a higher level than that of 

light users. No significant differences for the types of NPD-services/assignments companies 

outsource are found. Only a somewhat, but not significant, higher score could be noted for 

product optimization assignments for heavy users compared to light users. 

Table 9: Underlying reasons for using MR Companies' services 

(n=41 ) MEAN 
--------------------------------

Motivation light users heavy users F-value sIgn. 

(l =very applicable; 5=not applicable) 

Risk reduction/increase of NPD success*) 2.4 2.3 0.0 0.85 
- increase success rate new product 
- reduce uncertainty/risk new product 
- improve time to market new product 
- internal problems/limitations 
- obtain market information professionally 

Lack of time/capacity 3.1 3.4 1.0 0.32 
- lack of time/capacity 
- many high (financial) risk NPD-projects 
- support sales force/trade 

Company policy 3.1 2.6 2.7 0.10 
- company policy to hire ext. market research 
- wish for 2nd opinion 
- internal political reason 

Lack of expertise/market knowledge 3.0 3.6 3.5 0.07 
- lack of expertise 
- lack of market knowledge 
- many new-to-the-company new products 

*) Results of factor analysis (prine. components, varimax rotation, eigen value> 1, variance explained: 67.3%) 
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Relationship between Customer and MR Company (RQ7) 

Table 10 shows information about the level of contact between the customers and their MR 

Companies. No significant difference is found between heavy and light users as far as the time 

spent on formulating the assignment, and exchanging thoughts in this respect, is concerned. 

However, heavy users are more involved choosing the NPD tools to use and they get more 

feedback from their MR Company than light users. 

Table 10: Contact levels between Customers and their MR Companies 

(n=41) MEAN 
-------------------------------

Type of interaction light users heavy users F-value*) sign. 

(\=very applicable; 5=not applicable) 

High level of consultation/interaction 
before start project 2.5 2.5 0.0 0.91 

Customer determines the NPD tool 
to be used 4.2 3.3 4.4 0.04 

During execution of the research there is 
much interaction with/feedback to customer 1.2 0.6 6.1 0.02 

RELATIONSHIP BETWEEN MR COMPANIES' SERVICES AND NPD-PERFORMANCE 

(RQ8) 

The impact of a company's use of a MR Company's services on its NPD performance was 

studied using regression analysis. Three types of independent variables were included (see 

Appendix B for correlations). First, we included the company's NPD strategy. Strategy is 

generally considered a major explaining factor of performance (e.g. Miles and Snow, 1978; 

Hambrick, 1983). It was operationalized using Ansoff and Stewart's (1967) classification (l 

1 st to market, laggard). Second, we included the level of use of external market research. A 

dummy variable identified heavy and light users (O=heavy user; ]=light user). Finally, we 

added the (significant) interaction(s) between the underlying motivations for using external 

market research in the NPD process and the level of use of market research.2 A higher level of 

The interactions were first regressed against their origina\/composit variables. Next, the residuals were 
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use in itself may not lead to a better performance but a higher level of use in the case of the 

right reasons will (Piercy, 1983). The dependent variable concerned the overall success of the 

company's new products in the market place over the past year compared to competitors (1= 

very successful; 5=very unsuccessful). 

The results of the regression analysis are reported in Table 1 ]. Our model has an adequate fit. 

About 30 percent of the variance in the NPD performance variable can be explained. Using a 

significance level of p<0.05 we find 2 variables to be significant.3 "NPD strategy" is 

positively related to NPD performance. This is in line with previous findings of for instance 

Hambrick (1983) and Miles and Snow (1978). Furthermore, although no direct positive effect 

is found for the level of use of external market research, a positive interaction effect is present: 

Hiring a MR Company for the right reasons (i.e. motivationl: reduce risk/increase new 

product success) does improve NPD success. This fits Cooper and Kleinschmidt's (1986) 

finding that successful NPD projects do benefit from market research, especially when 

performed early in the NPD process. 

Table 11: The impact of use of MR Companies' services on NPD performance 

Regression analysis: 
Adjusted R2 
F-value 
sign. 

(n=4l) 
0.27 
5.3 
0.005 

dependent variable: NPD performane 

independent variables: 
NPD strategy 
Level of external market research 
Motivation 1 (risk reductionlincrease NPD success) 

* Level of external market research 

Beta 

0.43 
0.08 

0.37 

T-value 

2.9 
0.5 

2.6 

sign. 

0.00 
0.60 

0.02 

used to model the interactions in the final regression equation explaining NPD performance. This 
approach to dealing with interaction effects reduces the problem of multicollinearity (see Lance, 1988). 
The level of increase in use was measured as the increase in market research spending by the company 
over the past 2 years with the MR Company (I=heavily increased, 5=heavily decreased). As only the 
interaction between "Motivation 1: risk reduction/increase NPD success" and "increase in level of use 
of market research" was significant only this interaction was included in the regression results 
reported. 

3 This particular regression equation, excluding the not significant interactions but including "level of 
external market research", is shown in order to focus on the main findings and variables. 
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6. Discussion and Conclusions 

The share of NPD research in MR Companies' turnover is significant and has increased over 

the past four years. It is expected to increase even more in the near future. Furthermore, for 

17.5 percent of all MR Companies NPD research is their major business. These findings 

confirm both that MR Companies play an important role in the NPD process of industrial and 

consumer goods companies and that NPD research is a growth area for MR Companies 

(Mahajan and Wind, ]992). Although traditionally focused on solving marketing mix 

optimization and market prediction problems, nowadays product optimization is an important 

area of research for MR companies too. Idea generation is still the domain of industrial and 

consumer goods companies themselves. This outcome matches the results of previous 

research. Idea generation techniques have the highest adoption rates of all NPD tools under 

NPD managers in for instance business-to-business companies (Nijssen et aI, 1995b). The 

high share in MR Companies' turnover of NPD research assignments may well explain at least 

to some extend the low and slow diffusion of NPD tools in general. 

It is somewhat remarkable that MR Companies use NPD tools in a similar, unfocused way as 

NPD managers (Mahajan and Wind, 1992) and perceive similar shortcomings of the NPD 

tools. Also MR Companies use the tools in a flexible way. The somewhat higher concern for 

prediction accuracy of the tools seems logical due to the nature of MR Companies' business. It 

is their "product quality". The fact that about 75 percent of our respondents have improved the 

content and/or the implementation of their NPD tools reflects their concern to overcome these 

shortcomings. Especially, standardization and customization of tools has taken place 

(including to provide them with some unique/image features), making them both more 

effective and efficient. 

Large companies and companies operating in the consumer goods industry tend to use more 

MR Companies' services than small and industrial (i.e. business-to-business) companies. This 

result fits organization literature and outcomes of research on industrial markets. Large 

companies are probably more accustomed to having market research performed due to higher 

levels of formalization and professionalization in their organizations (Zaltman et aI, ] 973). 

They will also be more accustomed to buying market research external1y because of the higher 

absolute numbers of new products produced. The outcome that heavy users have "use of MR 
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Companies' services" more for a company policy than light users fits the previous line of 

reasoning too. The fact that light users are more often industrial companies may be explained 

by the closer involvement of the customer in the NPD process in business-to-business 

markets, and limited numbers of customers per supplier (von Hippel, 1988). It may limit the 

need for external assistance in performing market research for a new product. Furthermore, 

industrial companies seem to pay less attention to large scale market research anyway (Moore, 

1987). The result that innovative companies do not use MR Companies more than less 

innovative companies, can be explained in two different ways. First, it may be blamed on the 

low number of observations. Second, although innovative companies will experience more 

need for NPD informationlresearch they tend to be more entrepreneurial and risk taking too 

(Miles and Snow, 1978). Therefore, they may deal with their information-uncertainty in a 

rather opportunistic way. Finally, the findings that heavy users interact more with the MR 

Company, and use their services less because they lack market knowledge, show that 

extensive use breeds more close relationships and that turning out a large(r) number of new 

products results in a better understanding of the market and its customers (compare 

incremental change). The fact that heavy users are more involved in picking the MR tool to be 

used also points to adequate knowledge on the customers' part. 

The conclusion that NPD performance does not merely improve due to any kind of market 

research is a simple, but therefore not a less important one. It confirms previous findings by 

for instance Hart and Diamantopoulos (1992). Cooper and Kleinschmidt's (1986) suggestion 

that market research improves the NPD outcome is very easily translated into programs 

boosting the company's market research without first carefully looking at goals and 

implementation requirements. However, market research should be carefully designed and 

aimed to identify problems or increasing the new product's success. Otherwise, it wi II often 

fail to generate the right information and thus fail to improve the company's NPD 

performance (Piercy, 1983). This is true for both internal and external market research. This is 

why it is essential for the NPD managers of companies to have at least some basic market 

research knowledge and skills. It will help them to better direct market research efforts, judge 

market research proposals on their feasibility and merit, and interpret research outcomes well. 

Proof for this can be found in the higher involvement of heavy users in selecting the right MR 

tool to be used. Furthermore, applying the research is a managerial act too (Zinkmund, 1986) 
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Of course this research has its limitations. First of all the number of MR Companies in the 

research was limited. Second, we made use of the perceptions of managers of MR Companies 

to study their customers. Future research should gather data from the customers, i.e. the users 

of external MR services. Furthermore, internally and externally executed market research 

should be distinguished. It will help to generate a more complete picture of the role of market 

research in NPD. Future research may also try to come up with some normative directives for 

outsourcing market research. Especially, the management of sma11 and medium sized 

companies may benefit from such research. For them market research and MR companies is 

often an unfamiliar and fuzzy area. Finally, studies that focus on the marketing-R&D interface 

should try to pay more attention to the role of market research. It will create insight into the 

process of information gathering and dissemination within the firm, and how it facilitates the 

different departments more and less involved in the company's NPD. 
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APPENDIX A: Definitions of methods and models used in the research 

Metfwdl11Wdef 

Brainstorming: 

'Description 

A systematic creative group session in which barriers to creative thinking are 
removed to stimulate the production of new ideas through association. 

Conjoint Analyses: A method that supposes the customer attitude towards a product to be a 
composition of his/her attitude toward its individual attributes. Based on 
comparison to competitors" products suggestions for improvement can be made. 

Diffusion models: This method focuses on the adoption-imitation process of the new product. It 
supposes that customers adopt with different speed due to different characteristics 
and perceived advantages of the new product for them. The method tries to model 
and estimate the level and speed of diffusion. 

Focus group: A group session of customers in which they react to and discuss a number of 
topics. The aim is to gather information on underlying needs, wants, etc .. 

In-home use test: An approach that has a number of customers test a new product 'at home' for a 
certain period of time. Afterwards experiences/problems encountered are 
discussed. 

Market 
prediction models: 

Mini test: 

Morphological 
analysis: 

Quality Function 
Deployment: 

Simulated 
market test: 

Different methods/models (often computer models) that try to estimate the market 
share of the new product (over time) calculating for factors like customer 
preference, the market mix of the new product and competition (level of 
competition and competitive reactions). 

A method in which the new product is distributed in a controlled way, via a small 
number of outlets. The objective is to gain insight in "awareness-trail-repeat 
purchase" behavior and positioning of the new product in order to optimize its 
commercialization. 

An approach to find a large number of theoretical solutions to a problem by 
dividing it into smaller parts/problems. For every part solutions are generated. 
These solutions are then linked together to solve the whole problem. 

A method designed to help the NPD-project team to identify and interpret the 
needs and wants of customers. The aim is to establish the importance of product 
attributes and transform them into technical requirements. 

A method that confronts the customer with a product and its marketing mix in an 
interview and virtual store-environment. The objective is to simulate the 
"awareness-trail-repeat purchase" process. 
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