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INTRODUCTION

In this age of technology, constant innovation is the imperative, and consumers, who have a
stronger voice than ever before, can provide a powerful source of insight and inspiration. As
market researchers, we have important roles to play in harnessing that power. Our purpose
here is to identify those roles, the challenges they present, and ways you can be most
effective in the innovation space. To achieve all that, it's worth our while to first take a look at

what we actually mean by innovation.
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WHAT INNOVATION IS

It’s About Ideas

It goes without saying that innovation is about the generation of ideas.
These can be ideas for products, ideas for services, platforms, business
models, and experiences.

As central as ideas are to innovation, they're only the beginning...

It’s About Being Consumer-Centric

For an idea to be truly innovative, it needs to fulfill some genuine need: a
personal need, a business need, a societal need. Of course, these needs
do not always have to be known or articulated in advance. Innovation

is, after all, ultimately about making peoples’ lives better. As market
researchers, our job is not only to generate ideas for our brands but also

to evaluate whether or not those ideas make sense to consumers in the
real world.

It’s About Implementation

For innovative ideas to be of value, they need to be brought to life. That
means finding ways to communicate the ideas so they are intelligible,
appealing, and meaningful to the target consumer.

And 1t’s a Continuous Cycle

Innovation is an ongoing process. Conception, development, evaluation,
implementation, and re-evaluation create a cycle that continues ad
infinitum. Ideas are continually refined throughout the cycle and new
concepts can emerge at any point.
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TYPES OF INNOVATION

There are two basic categories of innovation. Understanding the difference
between the two affects the roles we play in the innovation process.

ORGANIC INNOVATION

Organic innovation occurs within an established context or ecosystem.

There already exists a market for a particular product or service, a number of
entrants are competing within it, and consumers are relatively familiar with its
offerings. Chances are your company is already playing in this space.

The objective of organic innovation is to address unmet needs that can be
explicitly or implicitly derived from research among target customers. Examples
include software updates, line extensions, the addition of new features to an
existing product or service, the removal of features that are either outdated or
not providing the value they should, and cosmetic changes.

Organic innovation is fundamentally incremental.

THE PROCESS OF ORGANIC INNOVATION

Researchers can employ numerous processes to structure and rationalize
the uncovering of unmet needs and the generation of ideas to address
these needs.

In general, these processes establish a series of hurdles or “gates” that
segment the innovation process into component parts. One may start with
an exploration of unmet or potentially-unmet needs and then organize
those needs into groups or themes. This can be followed by the preliminary
generation of ideas, which are then vetted and refined. Then comes the
prototyping of products and services, which in turn are evaluated and
critiqued. At each hurdle, certain ideas or solutions are tossed aside, with
only the most viable making their way to the next gate.
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These processes, or components of them, are iterative. A product or
service model prototype, for example, may be refined repeatedly with
consumers weighing in again and again. And it's always possible that,
along the way, new ideas may emerge which, themselves, lead to a new
round of prototyping and evaluation.

Innovation initiatives can work at different paces. Some can be lengthy

and measured, others are high-speed processes that create an intense
“crucible” which can provide spontaneous “from-the-gut” feedback,
helping to generate ideas that may lie dormant in a more leisurely approach.

CASE STUDY:
RE-IMAGINING CREDIT CARD REWARDS - QUICKLY

Our client, a successful credit card company that maintains category leader status
by continuously innovating, was looking to create its next generation rewards
program offerings.

We had done a lot of innovation work with this particular team, however, this time,
we were faced with the added twist of a VERY compressed timeline. Because
management was not willing to give up completely on the time-tested stage gate
approach, the team’s challenge was to significantly reduce the cycle time while

still ensuring that the idea generation —> vetting —> refinement process remained
intact. A time-compressed, consumer-centric innovation process called RTi QulX5V
allowed the cross-functional stakeholders to engage in a four-day iterative exercise
where the team began with a framework of potential needs/gaps among its target
market, then ideated/created concepts by day and optimized those same concepts
among consumers by night.

The final concepts created from this process generated consumer appeal levels
never before reached with prior innovation initiatives. Two of the new rewards
options have been added to the card and have generated growth for the brand.
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DISRUPTIVE INNOVATION

Whereas organic innovation is about identifying and fulfilling unmet
needs, disruptive innovation is about identifying and fulfilling
unimagined needs.

The goal here is to create products and services that generate a new
context altogether. It means inventing a new category, a new market, an
entirely new ecosystem.

These are the game-changing innovations that alter a market, if not an
entire culture...and they are the holy grail of innovation.

THE PROCESS OF DISRUPTIVE INNOVATION

The way we get to a disruptive innovation can also be mapped out in a
structured process with hurdles to overcome along the way.

One difference from the process of organic innovation, however, is the starting
point. We're effectively beginning with a blank page. The initial stage of idea
generation is far more opened-ended. It's also more difficult, at the outset at
least, to evaluate whether ideas are valuable or whether they have any potential
at all.

A second difference is the function of the research itself. It's not necessarily
about using comsumer input to arrive at an idea that can be immediately
implemented. Rather, it is a way of seeding the ground with sometimes vague
and ill-formed ideas, that may, at a later time, grow into real-world innovations.
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CASE STUDY:
THE iPHONE

Perhaps the best modern-day example of disruptive innovation is the iPhone.
When he introduced the iPhone in 2007, even Steve Jobs had difficulty explaining
it. Was it a phone, a music player, or a device that connected you to the internet?
In his legendary keynote address, Jobs said it was all three.

In reality, the iPhone was more than just three products rolled into one. It was
something altogether new, something no one had imagined, a new category
of product that generated an entirely new ecosystem that has changed the
way we communicate, how we make purchases, and even what we think a
computer is.

Given that consumers were not asking for this multi-featured product, what
prompted Jobs to invent the iPhone? In short, he paid attention to his
surroundings. In his 2008 Wired magazine article, The Untold Story, How the
iPhone Blew Up the Wireless Industry, Fred Vogelstein wrote: “In 2002, shortly
after the first iPod was released, Jobs started thinking about developing a
phone. He saw millions of Americans lugging separate phones, BlackBerrys,
and — now — MP3 players; naturally, consumers would prefer just one device.
He also saw a future in which cell phones and mobile email devices would
amass ever more features, eventually challenging the iPod's dominance as

a music player.”

While the iPhone was not conceived based on stated consumer needs,
consumer/user experience feedback was, and remains, critical to the
continued success of the iPhone.
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WHY INNOVATE?

Innovation is hard. So what motivates companies to invest so much time
and effort in innovation? Understanding these organizational influences
helps us to better discern what we're looking for when designing and
conducting research in the service of innovation.

The Imperatives of Capitalism

Capitalism is predicated on growth. That growth can be fueled in a number
of ways, not least of which is through the development of new products and
services which, in turn, lead to new desires and new markets. The pressure
upon companies to innovate is intense, and it will only increase over

time. As market researchers, we need to appreciate the degree to which
innovation is critical to a brand’s success.

The Opportunity of Technology

Whereas in the past innovation could be slow, tedious, and expensive,
today’s technologies offer the opportunity to innovate quickly and
cost-effectively. Moreover, there's a momentum built into technological
advancement that spurs ever-accelerating innovation. This intensifies the
pressure to continually create something new. It also affects the mindset of
the market. Consumers now expect continuous refinements and updates of
existing products as well as new product categories.

The Itch for Something New

Capitalism and technology might be the structural drivers of innovation,
but on a human level, it's about psychology. Put plainly, people get bored
with what they have, no matter how well designed. There's a perpetual
itch among consumers for the new, even if a product or service is currently
satisfying their needs.
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Dissatisfaction

Even more powerful than boredom is the frustration consumers feel with
products and services that don't work the way they should. It could be
due to a lack of features, the complexity of too many features, or even

a product that simply delivers on its promise (something that delights
consumers when it is first introduced can quickly become expected/a
perceived cost of entry). As market researchers, we need to explore these
dissatisfactions, however subtle.

An Ever-Changing Context

With so much innovation occurring so rapidly, the market landscapes are
constantly changing. There's not only an arms race, so to speak, occurring
between competitors in a particular category, but the entire context within
which products and services are understood can be changed overnight.
As market researchers, we need to help our teams understand how their
products fit into the current landscape and address how innovations can
exist in multiple new contexts that could arise.

Innovation as Branding Mandate

Independent of market demands for innovative products and services,

in today’s environment, companies need to be seen as dynamic, creative
entities. The act of innovating itself is central to brand equity, whether or
not the products/services are genuinely new or even successful.

As researchers, we need to uncover the best way to communicate our
innovations, so they are compelling to consumers but also in service of
building our brand equity and consumers’ emotional connection to our
brand. This means truly understanding the brand and how an innovation
will support, alter, or even harm it.
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THE ROLES OF THE MARKET RESEARCHER IN INNOVATION

Landscape Assessor

Market researchers must paint an accurate picture of the market in order to set
the stage for innovation. We need to identify trends, changes, opportunities,
and threats. We need to use research to understand the past and leverage those
insights to help illuminate a path forward. This is crucial in helping the team
decide whether or how a prospective innovation might fit into or disrupt the
evolving landscape, and whether it's worth pursuing at all.

Prospector

As we draw the market landscape, we need to delve in to fully understand the
opportunities and challenges that exist. We need to look for the “white space,”
as well as avenues of apparent opportunity that might actually be blocked,
either right now or in the near future. And, perhaps most importantly, we must
acknowledge that white space opportunities for successful innovation exist only
where there is customer demand for the new functional or emotional benefits to
be supplied.

Complaint Department

Since dissatisfaction spurs innovation, we need to explore what consumers find
sub-optimal about our current offering or that of a competitor. These might be
subtle yet highly significant. One simple but effective research method that can

be leveraged to accomplish this exploration is called Problem Identification.
Consumers are provided a list of potential complaints/problems with a particular
product (or product category) and asked to what degree they, personally, find each
to be a problem as well as whether there is a current solution in the marketplace.
The results can provide a clear picture of untapped opportunity areas.

Creative Director

Here is where we get to spark consumers’ creative sides. Our role is less as a
neutral observer and more as a creative facilitator, helping consumers to follow
their own imaginations. With organic innovation, that means helping consumers
imagine new features, line extensions, interface designs, and the like. With
disruptive innovation, this role is even more crucial and challenging...and fun!
We need to create an environment and use our skills to encourage consumers
to speculate wildly about what could be — as crazy, impractical, or half-baked
as their ideas might seem at first. We must not expect fully formed solutions,
but rather we help stir the waters and provide insights that might lead to truly
disruptive solutions.
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It can be a messy and disorderly process, with many false starts and even
uncomfortable silences. But it's how new ideas happen, and you might find

it one of the most exciting and rewarding roles you can play. While “creative
consumers” can be helpful participants in ideating against an organic
innovation objective, we've found that working with our panel of “creative
geniuses” generates the kinds of ideas that are rarely matched by consumers
or internal stakeholders.

Tinkerer

Tinkering is how we come up with and explore different feature configurations
and how they might appeal to consumers. Some might be new feature ideas
generated by the consumers themselves. Others might be those already under
consideration by our team. Together with consumers, we tinker with the product
or service to develop a new version or an update that will better address their
needs. Choice-based research methods like Discrete Choice are a great tool for
the Tinkerer. The simulators generated from choice-based models are especially
useful in allowing for exploration and optimization against various business
objectives such as maximizing reach vs. profitability.

Reality Checker

As stated early on, innovation is about ideas, assessment, and
implementation. For example, is a new feature actually as appealing to
consumers as we think? Is it practical? Would it require a steep learning curve or
dramatically disrupt the workflows of consumers who have gotten used to the
current product version? These are just a few of the questions we can help
our team answer as we move from ideas to reality. Typically, concept screens
and deeper dive concept tests provide a meaningful way to put an idea through
the wringer. Many powerful techniques can be applied to mitigate risk and give
ideas their best chance for success. Even further vetting can be accomplished
with a volumetric forecast, which overlays consumer research with actual
marketing plan inputs to model and predict in-market success (these models are
even more accurate when repeat rates can be forecasted as a result of actual
product trial).

Storyteller

Assuming we have arrived at a possible innovation, how will it be communicated,
both within the enterprise and to the market? How will it be positioned?
Named? If it requires consumers to change their workflows or habits, how will

it be best and most simply explained? What effect, if any, might it have on
consumers’ perceptions of the company and brand? How will you tell that story?
A defining element of any story is that it has a single unifying idea. We'd suggest
that the unifying idea of any new product or service has certain components that
together, create its story or, in other words, its brand strategy.
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CHALLENGES FACING THE INNOVATION RESEARCHER

Make Sure You're Talking to the Right People

Product enthusiasts and early adopters might generate or respond to
brilliantly innovative ideas, but those same innovations might not be
what the average consumer is looking for. The research respondent
pool should cover a wide gamut of users. How wide? Which customers
are expected to be the primary sources of business for the new idea:
Are they already in the category or are we expecting to draw them

in? Are they defined by product usage, demographics, geography,
attitudes or behaviors? We need to know that the customers we expect
to be the primary sources of business are interested in “the idea”; so it's
that audience against whom we should draw hypotheses and who must
be included in our research.

Be Alert to the “Rearview Mirror” Effect

Some claim that consumers lack the imagination to come up with
truly disruptive innovations. As Henry Ford allegedly said: “If | had
asked people what they wanted, they would have said a horse

that runs twice as fast and eats half as much.” Consumers, so the
argument goes, are always looking backward.

In their defense, consumers tend to think in terms of their
environment and “what is”; not “what could be”. What's important
to realize is that, as researchers, our job is not necessarily to provide
the brand team with a disruptive innovation, but rather to lay the
groundwork from which such innovative ideas can emerge.

Turn Off Your Inner Editor

Coming up with innovative ideas, especially in disruptive innovation,
requires a looser and more freewheeling approach than the linear
one we take during our analytical work. Ideas that make little sense
at first might actually be of tremendous value down the line, or
none at all. You just can't tell while you're involved in the process.
There might also be stretches of time where nothing seems to be
happening or we don’t know exactly where our exploration is going.

This requires us to think more like artists. Let the ideas flow. Don't
judge. Hang in there. Patterns will emerge and, if you're lucky, you
might even stumble upon an innovation that changes the world.
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Beware of Franken-Monsters

Consumers may request a number of new features that are
incompatible with one another. The result can be a monstrous
hodgepodge that would simply make no sense as a real-world
product or service. Remember that innovation is as much about
being able to implement ideas as it is about being able to
generate them.

Often when consumer feedback ends up suggesting these
Franken-monsters, we find it is because we're asking consumers
to think theoretically when, in real life, they experience products
using multi-sensory inputs.

CASE STUDY:
IMPROVING UPON SLICED BREAD

A manufacturer of bread needed to optimize their product to ensure that they
could continue to compete in the high quality/premium arena. Given the multiple
components that comprise the product (e.g., visual cues such as slice size/shape/
color and loaf size/shape, taste elements such as sweetness/saltiness, packaging
alternatives, benefit/positioning statements), the appropriate research design was
clearly a conjoint-based solution. However, because consumer reaction to so many
of the components would be rendered meaningless if not experienced directly, it
was imperative that the product elements be experienced firsthand by consumers.

Using RTi Construction Test®™ was a great way to allow consumer/product
interaction. The process uses experiential conjoint, which allows consumers to
physically interact with all of the elements of the product. Importantly, consumers
see the results of the product they construct and evaluate it as a complete offering
to ensure the sum of the parts is what they intended and still makes sense as

a whole.

As we assessed the winning product configurations, it was clear that the experiential
element of the work drove the strong, cohesive product “bundles” that consumers
built. Not only did the sensorial elements of the products make sense together, but
the positionings aligned seamlessly with specific product bundles.
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MARKET RESEARCH IS INNOVATION

To provide the most value right now and over the long run we, as
market researchers, must constantly be innovating while the world
continues to change around us.

New research methodologies, procedures, and mindsets need to

be developed and adopted to accurately assess what's really going
on in the market and how we can efficiently and effectively satisfy
marketplace hunger for the new. We must continue to seek out
engaging, creative ways of sharing what we learn to ensure that action
will be taken and innovations brought to life.

The innovation imperative is here to stay. Understanding why we
innovate, the roles we play and the potential road blocks we could

face means we are prepared for the challenge.

Ready ... Set ... Innovate!

To learn more about how RTi Research can support
your role in Innovation, contact us at 203-324-2420.
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