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Abstract

Strategic product planning (SPP) consists of the continuous planning process of deciding which
products should be offered to the market in order to reach future business goals, while considering
the alignment of market demand and R&D capabilities. This master’s thesis analyses how SPP is
conducted in Nordic-based large to medium sized industrial companies by focusing on three aspects;
how companies organize their SPP process, how the companies align the market demand with their
R&D capability, and how companies evaluate their product portfolio. In addition to this a set of eight
contextual factors has also been evaluated in order to explain the differences in the way companies
conduct SPP and their SPP performance.

Data was collected from 36 reference points acquired through structured/semi-structured telephone
interviews. Before conducting the interviews an explorative study was made, where literature was
studied, industry experts were consulted, and interviews with representative companies were held.

The study shows that companies tend to have a product management function responsible for the
planning, with a marketing or sales function included together with a R&D function. The frequency of
conducting the planning is often annually, with a planning horizon of approximately five years. When
companies evaluate their SPP performance typical measures are success and accuracy of products
and projects. Companies tend to have a departmental responsibility in place in order to ensure the
alignment between market demand and R&D capabilities. Companies also tend to evaluate their
portfolio based on financial parameters, strategic fit, and customer or market oriented parameters.
When balancing the portfolio between different types of products there are usually no formal
processes in place. Companies tend to focus on individual projects rather than the whole product
portfolio. They also focus on adding new products rather than evaluate existing products.

The contextual factors evaluated in the study influence the SPP process in different ways, where
turnover is the most significant influencer. Time-to-market, product complexity, and portfolio
complexity also show high degree of signification.

Conclusions from the study are that company turnover is often correlated with how the company is
organized. Companies showing a higher turnover also rank themselves higher on their overall SPP
performance. This is argued to stem from higher degree of formal processes in companies with
higher turnover.
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1 Introduction

This chapter gives a background to the area of strategic product planning. The chapter aims at
creating a general understanding of the phenomena of strategic product planning and the reason
why this is considered to be an important area of research. It also highlights how and why this is an
important issue for any larger company to focus on. The chapter begins with a discussion about
general needs for planning within companies, before focusing entirely on strategic product planning.

1.1 Background

The planning for future products is an essential function within any industry company. Industries are
often aware of the fact that competing companies will continuously present new products and
services that changes the competition on the market. Firms operate with the knowledge that
competitors will inevitably present a product or service to the market that significantly changes the
basis of competition (Trott, 2008). Because of this it is important for companies to have a
competitive product portfolio, and successfully introduce new products to their offerings. According
to Crawford and Di Benedetto (2000, p. 5) “...new products hold the answer to most organization’s
biggest problems”. The authors base this statement on the fact that competitors do the most
damage when there is little product differentiation so that the price decreases and takes away the
profit margin for all involved manufacturers or when a competitor has a new, desirable product that
the own company does not have.

Companies can be said to represent themselves in the marketplace by the products, services and
ideas they offer. The objectives of providing such offerings can be strictly profitability, or a
combination of profitability and other objectives, such as customer satisfaction, company awareness,
and market share. What is evident is that in order to reach long-term competitiveness through
offerings there are strategic implications for companies to deal with (Kahn, 2001). The offerings must
be aligned with the overall strategy of the company, hence product planning and strategic planning
must be aligned in order to have successful products. Strategic planning can be defined as being
about how the company should position themselves in a market, how they should compete
successfully, satisfy customers and achieve business performance (Olsen, Olsen, Olsen, 2004). One
can say that strategic planning concerns overall company strategy, at the highest level of a company.
Product planning on the other hand can be defined as “the process of envisioning, conceptualizing,
developing, producing, testing, commercializing, sustaining, and disposing of organizational offerings
to satisfy customer needs and achieve organizational objectives” (Kahn, 2011, p. 3). Even though
many definitions exist on both strategic planning and product planning one can argue that the
offerings are means to reach the overall business goals.

Product planning within companies is a complex task because of the uncertainty of future market
demand as well as the uncertainty of the companies’ capability to develop and manufacture
products. It is a multifunctional process (Kahn, 2001) and, because of the involvement of multiple
functions, the process becomes complicated. There are many separated functions within companies
that all have separated planning processes, e.g. the marketing and business function within
companies often have separated planning from the technology and R&D functions. The departments
are often responsible for developing their own plans, using the competencies and knowledge that
the individuals in those departments possess (Karlsson, 2004). Wheelwright and Clark (1992) argue
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that great products and processes are achieved when all major functional activities within a firm fit
well together. In order to get a competitive future product portfolio there is a need to take both
market demands and technical capabilities into consideration, hence aligning market strategies with
R&D strategies.

Based on the above discussion strategic product planning (SPP) is the planning process adjacent
between strategic planning and product planning in order to decide how the future product portfolio
should look, and while doing this taking into consideration both the market requirements (including
customer preferences) and the company’s technical capability. SPP in its corporate context is
illustrated in Figure 1, and defined as:

Strategic product planning is the continuous planning process of deciding which products should be
offered to the market in order to reach future business goals, by considering the alignment of market
demand and R&D capabilities.

/ Marketing planning \
.
lﬂequirements& needs

Product

[
1Cross-functional
lalignment

[

Master’s thesis focus

Business plan
Strategic planning

Strategic product portfolio plan

PN Product
) specification
S Product planning (/
I:apablities
\ R&D planning E /

Figure 1: Strategic product planning in its corporate context

In order to get a clear picture of what SPP is it is important to clarify what the difference is between
strategic planning, product planning, and SPP. Strategic planning is, as previously mentioned for
instance how the company should position itself in a market, i.e. planning of overall strategic
direction of a company. This can be said to be already stated before the SPP process. SPP is then, on
the level of the product portfolio, to match these strategic directions with different products to form
a product portfolio that can realize the strategic goals that have been set. This can for instance
include specifying which product that should be available to different markets, what types of
products that should be developed in the future (on a portfolio level), and when different products
should be introduced and phased out in different markets in order to reach the strategic goals.
Product planning is more about specifying the exact features for a specific product.

In the same way it is important to highlight the difference between marketing planning, R&D
planning, and SPP. In this master’s thesis marketing planning concerns mapping which market will be
profitable in the future, which business opportunities will be most attractive, etc. while R&D planning
is about the planning for what R&D capabilities will be attractive and needed by the company in the
future. SPP is then in-between these two and much more focused on the products. In SPP both
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marketing planning and R&D planning need to be taken into consideration and create products that
should fulfill the market demand and opportunities using the R&D capability within the company.

Even though literature and research exist on many adjacent topics to SPP there seems to be a lack of
an overall description of the phenomena; how companies work in order to decide upon their product
portfolio. One part of this is the organization of the planning, which in this thesis are aspects as
process steps, involved persons/functions, process output etc. These aspects are not explicitly
mentioned in theory today. Portfolio management (e.g. Kahn, 2005; Cooper, Edgett, and
Kleinschmidt, 2001) covers one part of SPP and is well-established in literature. This literature
however fails to include the organizational aspects previously mentioned and also the focus on
alignment between marketing and R&D functions which was stated as a critical element of SPP. This
alignment is however also treated in literature today but is most often focused on the alignment
between these two functions in the settings such as product development.

In other words, some aspects are covered in today’s literature however it still lacks an overall
description of the SPP phenomena. This thesis therefore aims to generate an overall understanding
of the SPP process within companies. The focus will be Nordic-based large to medium-sized industrial
companies, due to the interest of the initiator, Triathlon.

1.2 Purpose
The purpose of this master’s thesis is to investigate how Nordic-based large to medium sized
industrial companies work with strategic product planning.

1.3 Structure of the thesis

Chapter two consists of a literature review in order to explore and present what is already known
about SPP. Chapter three presents the research method used throughout this thesis. In chapter four
the results from the empirical study can be seen as a basis for the mapping of how the investigated
companies work with SPP. Chapter five is an analysis of the match between the theory and the
empirical results as well as an analysis of what differs between companies in SPP. Finally conclusions
are drawn and a discussion regarding the thesis and further research is held.
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2 Theoretical framework

This section defines concepts and models that will be used throughout this thesis. The framework is
intended to both put concepts and phenomena in its context, but also set the foundation for the
analysis of the findings.

As stated in the background; SPP is the continuous planning process of deciding which products
should be offered to the market in order to reach future business goals, by considering the alignment
of market requirements and R&D capabilities.

As a result of the explorative study, three main areas will be studied in order to investigate SPP, as
will be further explained in chapter 3, namely organization of the SPP process, alighment between
market demand and R&D capabilities, and portfolio evaluation. Firstly, in order to examine how
companies work with SPP the organization of the process must be studied. Secondly, the portfolio
evaluation area serves to investigate which parameters and how companies evaluate their product
portfolio, which is critical when deciding which products the portfolio should consist of. Thirdly, the
definition of SPP states that alignment market demand and R&D capabilities is a crucial part of SPP,
which means that this will also constitute one of the three main areas of investigation.

In addition to the three main areas, contextual factors that can influence the SPP process will be
examined in this chapter in order to create an understanding of how the situation and the context
are affecting the SPP process within companies. Also, a set of performance measurements that can
indicate how companies perform in the SPP process will be presented. The contextual factors and the
performance measurements will mainly serve as input to the analysis where they should be linked to
how companies organize the process, what the output is, how they evaluate their portfolio, and how
they align themselves in order to fulfill the market demand with their R&D capabilities. Figure 2
illustrates the sections included in this theoretical framework.

Contextual factors
influencing the
SPP process

Alignment of
Organization of market demand Product portfolio

the SPP process and R&D evaluation
capabilities

SPP performance

Figure 2: The theoretical framework used in this master’s thesis
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2.1 Organization of the strategic product planning process

This section covers which company functions are involved in the planning, which factors determine
the planning horizon of the process, and finally roadmaps, which in addition to the organization of
the planning function in companies is discussed since these are seen as the output from the planning
process.

2.1.1 Functions included in the planning and planning responsibility

Kahn (2001) argues that product planning activities can be carried out in many different company
functions or departments and that integration of different functions and departments is needed in
order to achieve successful product planning. This is something supported by the authors, and it is
argued to be interesting to see how the organization related to SPP is set up within the companies in
this study in order to be the basis for the mapping.

As described in the definition of SPP one main concern is to align the market demand with
technology and R&D capabilities within companies. Kahn (2001) states that the technical side of the
company often focuses on discovering new technology etc. while the marketing side of the company
serves a demand management role, consisting of identifying, understanding, stimulating, servicing
market demand. The product development can be under the responsibility of both the technical and
the marketing side of the company but very often it is a stand-alone department. Examples of
departments that can have the responsibility of the marketing side are marketing, sales, and market
research. Kahn (2001) further states that product planning activities most often are carried out by
teams, for instance a cross-functional team. He argues that these teams constitute a temporary
organizational structure with a specific objective.

2.1.2 Planning horizon

According to Bradford (2011) the length of the strategic planning horizon is a question that depends
on different settings. He argues that mainly three aspects impact how long planning horizon it is
possible to have. These three aspects are:

1. How much information is available in the environment.
2. How quickly the environment change.

3. How well the company gathers and understands information about the future of the
environment.

The first aspect can vary depending on for instance the size of the industry, regulation in the industry
etc. The second can depend on technology advancement, regulation changes, economic
development etc. The third aspect simply concerns how well and how much effort the company puts
into the forecasting. Also, some companies have to work harder for their information while other can
have the possibility to access information from trade associations etc.

Steiner (1979) states that the typical strategic planning horizon within most companies is five years.
For technically advanced companies the planning horizon tends to be longer, approximately seven to
ten years. However, he also argues, in accordance with Bradford (2011), that in environments that
are particularly turbulent the planning horizon is often reduced, being somewhat three or four years.
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2.1.3 Roadmapping

As stated before, the SPP process results in a company deciding which products and when these
products should be offered to the market. These decisions might be visualized in some sort of plan.
One type of plan is the roadmap. The concept of roadmapping is widely used in academia today with
several different notions such as technology roadmapping and product roadmapping. Today
roadmapping and roadmaps are widely used but can often mean different things and have different
purposes (Phaal, Simonse & Ouden, 2008).

Muller (2011) argues that a roadmap is a visualization of the future integrating all relevant business
units at the level of a portfolio and often comprises several generations. He states that a typical
roadmap describes the relevant developments of the dimensions market, product, technology,
people, and process. Albright and Kappel (2002, p. 31) argue that product-technology roadmaps are
“used to define the plan for the evaluations of a product, linking business strategy to the evaluation
of the product features and costs to the technologies needed to achieve the strategic objective”. They
divide the product-technology roadmaps into three sections, namely market, product, and
technology. The market section includes competitive assessment, market segmentation and trends.
The product section includes product drivers, experience curve price forecast, product evolution
plan, and product roadmap. The technology section includes technology roadmap and forward
costing. It is also common that a summary or an action plan is used with a strategic summary and a
risk roadmap. According to Muller (2011) the product dimension concerns technologies that should
be packaged into products in order to fulfill market needs. Albright and Kappel (2003) argue that
product drivers should be included in this product section where these drivers (product attributes)
should be linked to what is valued by the customers. Moreover, they include an experience curve
price forecast that shows the decrease in price level against the total quantity sold up to that time.
They also include a product evolution plan that includes key features for each product launch and
linkage between the key feature and product drivers. The final aspect they include is the product
roadmap which is a view of the product family over time and shows the entire platform of
relationships between products in the platform. The authors of this thesis argue that since the focus
of this study is to get a general understanding in order to create a mapping the same level of detail as
Albright and Kappel (2003) describe will not be examined. The findings will more be in line with
Muller (2011) mapping how the companies’ product plans or product roadmaps are built up, and
which aspects they consists of in relation to dimensions such as market, product, technology, people,
and processes. Figure 3 illustrates a simple product roadmap.
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Figure 3: An example of a product roadmap
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2.2 Alignment of market demand and R&D capabilities

An important aspect of SPP is to take both the market demand and the company’s R&D capability
into consideration. This means that the company needs to align these two aspects in order to fulfill
the market demand using the company’s R&D capability in the best way possible, hence creating
highest possible profit. Alignment is argued to be the communication and information exchange that
takes place throughout both the planning phase and the operational phase of businesses. This
communication and alignment can consist of varied information and the exchange can be conducted
in many ways. The essentials are however that work needs to take place in order to minimize the
contradictions and gaps between different functions and departments in the company. There are
many separated functions within companies that all have individual planning processes, e.g. the
marketing and business function within companies often have separated planning from the
technology and R&D functions. The departments are often responsible for developing their own
plans, using the competencies and knowledge that the individuals in those departments possess
(Karlsson, 2004). All the different departments and functions however need to be aligned and
exchange information in order to create appropriate plans and be successful in the marketplace
(Griffin & Hauser, 1996). For example, marketing and business need information about what
possibilities the company has to develop certain products and services that can be offered to the
market. In a similar way technology and R&D functions require information about future market
demand predictions in order to develop the appropriate technologies, products and resources.
Wheelwright and Clark (1992) argue that great products and processes are achieved when all major
functional activities within a firm fit well together. In short, outstanding processes in a company
require integration across functions. All involved functions need to be aligned and support each
other in order to reach future business goals through planning and development processes.
Wheelwright and Clark (1992) also argue that if the new products and processes should be
developed rapidly and effectively, the company must develop the capability to achieve integration
across the functions in an effective and timely way.

According to Acur, Kandemir and Boer (2012) strategy can be seen as the process of aligning
functional strategies to each other and to corporate strategy, as well as aligning corporate strategy to
the demands, opportunities, and risks created by a company’s external environment. Acur, Kandemir
and Boer (2012) also argue that strategic alighment related to NPD performance can be viewed to
consist of market alignment, technological alignment, and NPD-marketing alignment, see Figure 4.

Market and technological alignment are argued to
be important in order to formulate a company’s

NPD strategy in accordance with its external e ik feal
alignment

environment, while the NPD-marketing alignment is
necessary to effectively implement the strategy. By . T

technological alignment Acur, Kandemir and Boer alignment performance
(2012) consider a company’s ability to monitor

technological developments and to integrate new NPD — Marketing
alignment

technologies into new products. Market alignment
is argued to be a company’s ability to identify and

analyze current and future needs of its target Figure 4: NPD performance is influenced by different

markets and to integrate market information into its types of alignment
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NPD activities in order to continuously create greater customer value. Alignhment between NPD and
marketing facilitates the degree of communication, interaction, and collaboration between the NPD
and marketing functions. As NPD-marketing alignment allows for communicating and exchanging
information about technological and market developments, it enables technological and market
alignment to work jointly and thus enhances the strategic alignment (Acur, Kandemir & Boer, 2012).
Based on the discussion of Acur, Kandemir and Boer (2012), in this thesis alignment includes all three
aspects; market alignment, technological alignment, and NPD-marketing alignment. The alignment is
argued to be the phenomena of aligning the current and future needs of the markets with the
development of new technologies that can be incorporated into a company’s products by the
company’s planning team. All this is done in order to develop and offer products that fulfill the future
customer needs.

2.2.1 Alignment of marketing and R&D functions within firms

One can argue that the mindsets and prerequisites of business and marketing departments differ
from the ones of technology and R&D departments. Marketing prefers the short time horizon of
incremental projects. It tends to focus on the market, accepts a high degree of uncertainty and
bureaucracy, and feels loyalty to the firm. By contrast, R&D prefers the long time horizon of
advanced projects. It focuses on scientific development with a loyalty to their scientific profession
and has low tolerance for uncertainty and bureaucracy. Of course these generalities should only be
considered to indicate trends rather than being applicable to all marketing and R&D departments
(Griffin & Hauser, 1996). Based on these differences, one can easily understand that there is a need
for alignment between departments in the SPP process in order to have a successful product
planning, which both meet market requirements and utilizes the capabilities within the firm in a
productive manner. Table 1 summarizes some common differences between marketing and R&D
departments within firms.

Functional position

Dimension Marketing R&D

Time orientation Short Long
Projects preferred Incremental Advanced
Ambiguity tolerance High Low
Departmental structure Medium Low
Bureaucratic orientation More Less
Orientation to others Permissive Permissive
Professional orientation Marketing Science
Professional orientation Less More

Table 1: Differences between marketing and R&D departments (After Griffin & Hauser, 1996, p. 196)

It has frequently been shown that the alignment between marketing and R&D functions within
companies is an important success factor to consider in all process steps from product idea to
product launch when developing new products (Cooper & Kleinschmidt, 1995; Ernst, 2002; Ernst &
Soll, 2003; Souder, Buisson & Garrett, 1997). In order to have a well-functioning alignment, and plan
for and develop the right products, there is a need to integrate market requirements and
technological capabilities on all management levels of firms. On a project or process level there is a
need for measures to overcome interface problems and to foster interdepartmental communication,
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e.g. establishing cross-functional team, in order to avoid one department being dominant, which
could result in either incremental updates lacking long-term returns to the firm or in high-tech
products that are not accepted by the market (Ernst & Soll, 2003; Griffin & Hauser, 1992; Holland,
Gaston & Gomes, 2000). A cross-functional team can be defined as (Kahn, 2005, p.582): “A team
consisting of representatives from the various functions involved in product development, usually
including members from all key functions required in order to delivering a successful product... The
team is empowered by the departments to represent each function’s perspective in the development
process”. At the same time as aligning the project or process level in a company the alignment must
also be done on a strategic level, i.e. the marketing and R&D strategy need to be aligned (Ernst &
Soll, 2003). Several studies have indicated that a strategy with balance between market
requirements and technological capabilities gives greater new product success (Cooper, 1984; Ernst
& Soll, 2003; Griffin & Hauser, 1996).

Griffin and Hauser (1996) distinguish six types of integration mechanisms that can increase the
integration between marketing and R&D; relocation and physical facilities design, personnel
movement across functions, informal social systems, organizational structure, incentives and
rewards, and formal integrative management processes. In addition to these six factors Leenders and
Wierenga (2002) also evaluate how information and communication technology (ICT) effects the
integration between departments in relation to new product performance (NPP), and concludes that
ICT facilitates communication between departments.

Although one can argue that there is a need of alighment between departments in order to be able
to perform the trade-off between the market requirements and the technological capabilities within
a firm it is not always positive with cross-functional teams. An extensive cross-functional integration
does not necessarily lead to more effective and efficient results under all circumstances, and it can
be argued that there are costs associated with such integration, for example, through an increased
number of meetings to make it possible to exchange information and making joint decisions. (Brettel
et al., 2011) Wheelwright and Clark (1992) also add to this argument by stating that not all product
development projects need deep cross-functional integration. Where product design is fairly stable,
customer requirements are well-known, the interfaces between functions are clear, and product
lifecycles and lead times are long it might not be needed a high degree of coordination between
departments. However, where the technology and the market are dynamic and time is an important
element of competition a more intensive cross-functional integration is needed.

The authors of this thesis argue that most existing literature related to the alighment suggested to
take place in order to fulfill the market demand using the companies’ R&D capabilities, to some
extent also including the literature presented in this thesis, is very normative. The general trends in
the literature found have been that authors encourage alignment in order to get the marketing or
sales functions within companies to work closely together with the R&D or technology functions. A
large portion of the alignment within companies is related to accessing and sharing accurate and
appropriate information. However the impression is that there seems to be a much smaller focus on
concrete actions of how this alignment actually should take place, and even what benefits are to be
gained from such an alignment. Based on this, in this thesis the authors attempt to map how the
companies in the study consider and ensure taking prerequisites from the market as well as from the
R&D function in when planning for their future product portfolio. Because even if there is a lack in
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the literature regarding how this should be done the authors still consider the process of matching
the two somewhat opposite sides of companies to be essential for SPP.

2.3 Product portfolio evaluation

Since the product portfolio often constitutes the most essential part of a company’s revenue it must
be managed in order to maximize companies’ profitability. The authors of this thesis argue that when
it comes to SPP, and when companies decide upon future product offerings, the decisions originate
from the current product portfolio. It is important to have an understanding and an overview of the
current situation before planning for the future. Cooper, Edgett, Kleinschmidt (2001) argue that
reasons for evaluating the portfolio are for instance to communicate vertically, create visibility,
communicate horizontally, increase objectivity, increase sales and market share, and achieve focus.

The product portfolio can be evaluated according to many different parameters. For instance,
Roussel, Saad and Erickson (1991) argue that what determine the attractiveness of a product is the fit
with business and corporate strategy, inventive merit and strategic importance to the firm, durability
of competitive advantage, reward, competitive impact of technologies, uncertainty (probability of
technical success, commercial success and overall success), and exposure (R&D costs, time-to-
completion and capital and marketing investment to exploit technical success).

In academia product portfolio evaluation is well-documented. Different notions for this are used,
such as product portfolio management and product portfolio analysis. Patterson (2005) distinguishes
between portfolio planning and portfolio management and argues that portfolio planning is the
strategic process with purpose to create a strategic plan and that portfolio management consists of
the more tactical tasks such as portfolio assessment, resource management, and portfolio review.
The authors argue that different authors and researchers equalize portfolio planning and portfolio
management, as well as using several other notions, as mentioned above. In this thesis the authors
further argue that when discussing SPP there is an overlap between portfolio planning and portfolio
management. The more tactical tasks must be taken into consideration when deciding about how
the future product portfolio should be set up, and even though the overall aim with SPP is to create a
strategic plan consisting of the products that should be offered to the market in the future, very
much in line with the concept of portfolio planning, these aspects cannot be neglected. However, in
order to have a clearer structure the authors will utilize Patterson’s (2005) division of portfolio
planning and portfolio management in order to keep a structure of this section of the theoretical
framework and complement with additional literature connected to these two sections.

2.3.1 Portfolio planning

Srivastava and Prakash (2011) argue that analysis tools such as growth-share matrices are included in
portfolio planning in order to evaluate different products or ideas. These types of matrices are often
divided into market portfolios and technology portfolios. The market portfolio matrix typically has
the two dimensions competitive position and market attractiveness while the technology portfolio
matrix typically has the two dimensions technology attractiveness and relative technological
position.

The most commonly used tool for this type of portfolio evaluation and analysis is the Boston
Consulting Group’s market growth-share matrix and can be seen as a market portfolio matrix (Ernst
& Soll, 2003). It gives strategic directions for what products that should be offered. It puts products in
relation to each other and hence products are not analyzed in isolation which is important since a
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company has traditionally limited amount of resources that should be allocated to the products that
give best return of investment. In the market growth-share matrix products are mapped according to
degree of market growth and relative market share, see Figure 5. According to Friend and Zehle
(2009) it can be used to understand how resources should be allocated in order to be able to change
the company’s strategic position or to decide what products that should be divested. Different
products do not contribute equally.

/ . Product 2 \

High rate of PrOblem
market growth Sta rs childs

. Product 1
Product 4
. Product 3 .
Low rate of

market growth Cash cows DOgS

\ High relative market share Low relative market Share/

Figure 5: An example of a growth-share matrix

There exist several other market portfolio evaluation and analysis tools as well. One of these is the
directional policy matrix. This tool tries to include many more factors that a company should consider
when evaluating the product portfolio. The first dimension concerns business sector prospects which
include market factors, competitive environment, technology factors, financial and economic factors,
political factors. The other dimension is the business position dimension which includes marketing
factors, technology factors, production, organizational factors and financial factors. The company
then quantifies the importance and strength of the different factors along these two dimensions
(Friend & Zehle, 2009). Another example of a market portfolio tool is the Hofer matrix which maps
the competitive position of different products together with the product lifecycle.

In addition to the market portfolio firms have often developed technology portfolios in order to cope
with the competitive dynamics of technological change (Brockhoff, 1999; Wolfrum, 1991; in Ernst &
Soll, 2003). Ernst and Soll (2003) argue that these portfolios often have two multivariate dimensions.
Typically, as previously stated, these two dimensions are the external factor technology
attractiveness and the internal construct relative technological position. Moreover, they argue that in
order to get a more objectively analysis one can use patent data for the technological portfolio, this
has sometimes then been called a patent portfolio. But traditionally, a patent portfolio and a
traditional technology portfolio aim to map the same thing.

As described, both market and technological matrices exist and since SPP is about aligning business
and market with R&D and technology the mix of products must be analyzed from both the market
perspective and the technology perspective. Ernst and Soll (2003) argue that the technology and
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market portfolio need to be integrated because new technologies need to fulfill market needs in
order to be successful. Several integrated portfolios have been developed in the past. Ernst and Soll
(2003) present one approach, see Figure 6, which takes both of these aspects into consideration. This
portfolio is a combination of the growth-share matrix and a patent portfolio. The circles represent
products in the market position dimension and technologies in the technological dimension
respectively. The length of the diameter corresponds with the importance of the object (can for
instance be sales or profitability for the market position and R&D emphasis for the technology
position) while the arrow shows interdependencies between products and technologies.

/ External dimension: Market attractiveness \
€ I
I :)

&nternal dimension 1: Market position Internal dimension 2: Technological positior/

Figure 6: An integrated portfolio approach (After Ernst and Soll, 2003, p. 550)

Based on the literature presented above in this section it is clear that many different types of
matrices can be used in order to evaluate and analyze a product portfolio. In this thesis however the
main focus is not to evaluate which specific tool companies are using, but rather to get an overview
of which type of tools are commonly used. Hence, even though many different portfolio evaluation
matrices are to be found in literature in order to map how companies evaluate their product
portfolios in SPP it is argued to be sufficient to only evaluate if and how this type of evaluation tool is
used.

2.3.2 Portfolio Management

Patterson (2005) argues that portfolio management includes portfolio assessment, resource
management, and portfolio review. Portfolio assessment ensures that the current portfolio provides
anticipated returns, is aligned with strategic directions, and reflects the best possible use of
resources. The purpose of resource management is to ensure that resources are effectively applied
to achieve portfolio goals. The portfolio review, on the other hand, concerns for instance that new
product investments meet expectations, enforce a sense of urgency and accountability amongst
project personnel, midcourse correction of projects.

As stated before, a vast amount of literature exists relating to portfolio evaluation and portfolio
management. One of the most quoted and referred to literature is the work of Cooper, Edgett, and
Kleinschmidt (2001), hence the authors want to give additional attention to their findings. They
identify three main goals with portfolio management. The first is to maximize the value of the
portfolio against different business objectives such as profitability, strategy and acceptable risk.
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Cooper, Edgett, and Kleinschmidt (2001) state that it is hard to find a method for doing this but
commonly used methods include:

e Net Present Value (NPV) — financial model where products are ranked according to NPV and
resource constraint are taken into consideration.

e Expected Commercial Value (ECV) — financial method based on decision tree with
probabilities and resource constraints.

e Scoring models — ranking technique with several weighted criteria to get a project score.

e Productivity index — financial ranking approach using ECV, technical risks, and R&D
expenditures.

e Options pricing theory — financial method to review risk and risk reducing.

e Dynamic rank-order list — ranking technique that includes NPV, IRR etc. as criteria.

They argue that these methods all come with different weaknesses but the main disadvantage is that
they fail to ensure that the portfolio is strategically aligned or that the portfolio is balanced with
different types of products or projects. Cooper, Edgett and Kleinschmidt, (2001) state that companies
with most enviable portfolio rely less on financial methods than others. In addition, the use of
financial methods can, according to Christensen, Kaufman, and Shih (2008), hinder innovation since
these types of methods often underestimate the value of the investment. This is because most
companies compare cash flows from innovation against doing nothing and assume that the cash
flows will be the same in the future even if no investments are done. However, these types of
calculations are still important since projects must be profitable, have high likelihood of success etc.
in order to be attractive.

The second goal is to find a balance between different types of products and projects. Most
companies have a mixed portfolio of new products. In order to find the right balance of different
types of products the overall strategic directions must be taken into account. There are many
different factors that should be taken into consideration to find the right balance between different
types of products, for instance short-term or long-term, high risk or low risk, different markets,
product categories and project types (Cooper 2005).

According to Cooper, Edgett, and Kleinschmidt (2001) the most commonly used tool for balancing
the portfolio is bubble diagrams. In these bubble diagrams, bubbles are plotted on a two-dimensional
grid with for instance risk and reward (NPV versus probability of technical success). They also argue
that pie charts are used in order to show breakdown of spending and by project type, market etc.
These tools are most often used as information display and discussion material rather that like a
decision model. Drawbacks with the bubble diagrams are that it is often unclear how it should be
used, many diagrams rely on financial data that is hard to get or even unavailable, and it is hard for
managers to know what “right balance” means.

The third goal that Cooper, Edgett, and Kleinschmidt (2001) identify is that the portfolio should be
strategically aligned. They argue that strategic priorities must be reflected in the portfolio and that
commonly used tools for this is the top down approaches strategic bucket (break down the business
strategy and product innovation strategy into for instance project types, market. In each of these
strategic buckets projects should be ranked in order to get a portfolio that reflects the strategy) and
product roadmap (the product roadmap should show how strategic objectives (broken down product
innovation strategy into for instance product types or markets) should be reached). Cooper and
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Edgett (2007) also include a bottom-up approach by including a number of strategic questions in a
scoring model. However, by using this approach the spending splits between different markets is not
assured.

In addition to the three goals Cooper and Edgett (2007) highlight the importance of picking the right
number of projects. The major constraint when deciding upon which projects should be developed
and when these should be developed is most often the availability of resources. Cooper (2005)
suggests that companies should rank their projects in order to find which projects that contribute
most to the portfolio value and in that way decide when a project should start, in order to ensure
that the most important projects get the resources needed. Methods for resource evaluation are,
according to Cooper and Edgett (2007), for instance resource capacity analysis and resource limits. In
resource capacity analysis the projects should be prioritized with the on assessed as the best first.
Then the resources needed by departments for all active projects should be determined. Finally you
need to decide how much resources are available and compare the results.

Cooper, Edgett and Kleinschmidt, (2001) also present some key success factors in order to get a
balanced, strategically aligned, high value portfolio, with the right amount of projects, and good
time-to-market for portfolio management. These include:

e To have an explicit and established method for portfolio planning

e That management buys into methods that are used

e The methods have clear rules and procedures

e That projects are treated as portfolio, not as single projects

e That methods are consistency applied across all appropriate projects

However, it is not easy to do this and Cooper, Edgett and Kleinschmidt (2001) state that common
challenges with establish methods and make them work are;

e Creating a positive climate, culture and buy-in for our portfolio method

e Better allocation of resources, selection of projects & balancing of projects

e Finding the right balance between short term & long term projects

e Obtaining better input data & forecasting estimates: markets, volumes, costs, etc.
e Better linkages of our strategy to the portfolio of projects

e Better balance & resource allocation) across SBUs, divisions & technologies

e Better balancing across functions and level of involvement

e Having more credible financial metrics & tools

2.4 Contextual factors influencing strategic product planning

Eight factors have been identified (see section 3.1.1 for more information regarding how these
factors were identified) that are believed to influence the SPP process. These contextual factors are
presented in Figure 7. In order to create an understanding of the factors and to set a basis for the
analysis this section gives a description of what the corresponding literature states related to the
eight factors respectively.

The development cycle time is often referred to as time-to-market (Alam 2005). Time-to-market can
be defined as time between product definition and product availability (Vesey, 1992). However,
time-to-market is often measured in different ways and confusion exists regarding where
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measurements should start and stop (Smith 2005). Therefore it is crucial to be specific when talking
about time-to-market in order to actually know \
what is meant. In this thesis time-to-market is / Product

identified to be measured from project Time-to-market

portfolio

development start to product launch, not including COHERTY

pre-research. The time-to-market is often critical Product _
. . . Product lifecycle
since being able to develop product fast can be a complexity
source of competitive advantage (Wheelwright &
Incremental vs. Market
Clark, 1992). Major upgrades

The level of complexity of the environment is Technology

low level of complexity it might be possible that Figure 7: Contextual factors used in this master’s thesis
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one person can represent a business unit while the

number of participant will increase with the level of complexity of the environment. In this thesis
complexity is divided into complexity of products and complexity of the product portfolio. Product
complexity is argued to be determined in terms of product technology and number of components
while portfolio complexity is determined in terms of number of products and how diverse these
products are.

Product life cycle and product life cycle management are broad concepts covering a wide range of
theory. Stark (2011) states that the product lifecycle consists of five phases namely imagine, define,
realize, use, and retire. In this master’s thesis the length of the product life cycle is considered to be
the essential aspect, and this is argued to be measured from product launch to the end of
production, including smaller face-lifts but excluding aftermarket and support. Kahn (2001) argues
that life cycle management can be seen as a tool for developing strategy and as a managerial
planning tool.

Swann (2009) separates two different types of innovations which are incremental and radical
innovations. An incremental improvement to an existing product is an update of the product where
the fundamental characteristics of the old version are the same (Wheelwright & Clark, 1992). Kahn
(2001) states that these type of innovations most often do not require any change in customers’
behavior. A major, or radical, innovation results in a product that differs from other products within a
field and can sometimes create entirely new markets. According to Rogers (1995) discontinuous
products implies two major difficulties for companies; problem with selection of respondents and
user understanding.

Markets are complex due to for instance that it include different customers that value different
product attributes (Wheelwright & Clark, 1992). This means that it can be difficult to predict how the
market will react to different products or change its behavior over time. For instance, Kahn (2001)
argues that product planning is difficult due to the uncertainty whether or not the market will accept
a new product.

Two types of approaches to innovation is technology push and market pull. Technology push
characterizes by first developing, manufacture it and then find a market space for the product or
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technology. Market pull is the opposite focusing on first identifying a market potential and then
trying to develop and manufacture the product (Trott 2002). Kahn (2001) argues that no firms have a
perfect merge between technology push and market pull and therefore always favors either the
development department or the marketing department.

Finally, company turnover can often be linked to what type of processes the company has. A large
company often has totally different needs than a minor and this is reflected in the process that is in
place. For instance, to align different functions in a large company where the functions can be spread
in different parts of the world differs from a smaller company that can have all functions
geographically close which is connected to what Griffin and Hauser (1996) means arguing that the
relocation and physical facilities design influence the alignment possibilities.

2.5 Strategic product planning performance

Since this thesis aims to evaluate how companies perform within SPP it is of interest to investigate
how the mapped companies evaluate their performance.

2.5.1 Performance measures

Performance measurements can be defined to be the process of quantifying action, where
measurement is the process of quantification and action leads to performance (Neely, Gregory &
Platts, 2005). Kotler (1984) states that organizations perform successfully, and achieve their goals,
when they satisfy customers with greater effectiveness and efficiency than their competitors do.
Referring to both effectiveness and efficiency shows not only that these are two critical dimensions
of performance, but also highlights the fact that there might be both external and internal reasons
for pursuing specific actions (Slack, 1991).

One problematic issue occurs when discussing measurements of a firm’s planning process. The issue
concerns the fact that it is in general difficult to quantify the efforts and actions taking place during
the planning process, and the impact these actions have on the result of the developed product. The
result can depend on several parameters, where the planning effort is one such parameter while the
product itself is another. Many argue that formal strategic planning is not at all related to firms’
economic performances (Shrader, Taylor & Dalton, 1984; Scott, Mitchell & Birnbaum, 1981).

Griffin and Page (1996) argue that even with a lot of research done on the subject product
development success it is still difficult for firms to define whether new products are successful or not.
Many different measures exist with little consensus of what measures are the most useful. In
addition to this it can be argued to be even more difficult due to the fact that it is possible to
measure product development success on different levels. Either it is possible to measure on the
overall development program level or for individual projects making up the portfolio. Also adding to
the discussion is the fact that different projects can have different focus. Even though the most
common measure on the highest portfolio level is financial success, it is not necessary that financial
outcome is the primary focus for individual projects in the portfolio. One can argue that because
outcome goals differ between projects every project will have separate success objectives, and hence
saying that the most useful success objectives vary by project strategy (Griffin & Page, 1996).

As stated, a large portion of SPP concerns development of new products. This development gives
projects that are conducted by the companies. Kerzner (2009) defines project success as the
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completion of projects with certain criteria. Included in these criteria are that projects should be
completed:

e At the proper performance or specification level

e  Within the allocated time period

e  Within the budgeted cost

e  With minimal or mutually agreed upon scope changes

Kerzner (2009) argues that very few projects are completed within the original scope of the project.

However the changes within projects should be / \

held to a minimum in order not to jeopardize the
project success. Since SPP takes place before the
product development projects are initiated it is of
more relevance to evaluate to what extent
companies change the plans. Changed plans can
generate large costs associated with changes that
need to be made. This argument can be compared
to what Verganti (1999) states saying that the cost
and time of corrective actions in the product @pt gener:t?ZI::::s;oductp‘anmngl s u.::?:?per.:i::ges_y
development process is lowest in the planning

phase, see Figure 8. Figure 8: The effects of corrective actions in product
development projects (After Verganti, 1999, p.364)

Cost and time of
corrective actions

Uncertainty

Many different performance metrics exist, and many metrics are defined in different ways. However,
in this thesis, based on the above mentioned criteria for project success together with the aim of this
thesis being to get an overall indication of the companies’ performance related to SPP, the measures
that have been used are shown in Figure 9 (see section 3.1.1 for more information regarding how
these metrics were identified). These measures are, except from profit margin, not objective
measures based on numbers etc. Instead companies have been asked to rank themselves compared
to other companies in these measures.
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Figure 9: The performance measures used in this master’s thesis
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3 Methodology

This chapter aims to describe the process that the authors have gone through in order to fulfill the
purpose of the thesis. The chapter describes research process and method, research questions,
research strategy, research design. Also, some quality criteria related to the data will be discussed at
the end of the chapter.

3.1 Research process and method
The main steps in the research process are summarized in Figure 10.

- =~ Data collection - : N
*Relevance: Create analysis *Relevance: Reaching
framework and input to purpose
interview templates *Relevance: Input to answer eMethod: Qualitative
eMethod: Literature review, research questions compilation and correlation
discussion with experts, eMethod: Structured/semi- analysis in Minitab and
semi-structured interviews. structured telephone Excel.
interviews
Explorative \ ) Data compilation

study

and analysis

Figure 10: The main process steps in the master’s thesis

3.1.1 Explorative study

The first step in the research process was an explorative study in order for the authors to understand
the SPP phenomena, and also in order to give input for the creation of interview template that was
to be used in the next step of the research process. This initial part of the study consisted of
secondary data collection through a literature review. This literature review resulted in the
identification of three main areas, which became a framework for the rest of the study. These areas
were:

e Organization of the SPP process within companies and its resulted output
e Alignment of the market demand and the R&D capabilities
e Evaluation of the product portfolio

In addition to these three areas two more aspects were identified as needed in order to being able to
map the companies in respect to SPP. These aspects were:

e The companies’ planning performance

e Contextual factors influencing the industries and companies
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These last two aspects were identified in order to being able to map the performance of the
companies in the study, as well as being able to compare the companies in the study with each other,
with different prerequisites. This was identified as interesting in order for the authors to be able to
draw some conclusion about how the most successful companies manage their SPP process. The
contextual factors were included during the explorative study, which indicated that industry and
company characteristics play an important part within SPP and therefore impact how companies
manage this process. Therefore, after discussions with Triathlon as well as ISEA Sweden, eight
industry and company characteristics and six performance measures were chosen to be included in
the study, which were shown in section 2.4.

Included in the explorative study were also three semi-structured face-to-face interviews with
targeted companies. The three chosen companies were from different type of industries since this
might have impact of how they manage the SPP process. The three targeted companies were also
among the largest of the targeted companies since initial discussion with Triathlon and ISEA pointed
towards that larger companies often have more developed and structured SPP processes. The semi-
structured interviews had several purposes. First, it served to give more information about which
questions and topics that are most interesting and relevant for this study. They were also used to
pre-test coming interview questions for the data collection phase in order to ensure that the
questions are understandable and relevant.

The explorative study was the foundation of the creation of research questions, which are presented
and discussed more in-depth in section 3.2.

3.1.2 Data collection

The data was collected from 36 interviews, see appendix 8.1 in order to see how the companies have
classified themselves in relation to the contextual factors studied in this thesis. This number was
resulted from the combination of the maximum amount of data that was possible to collect within
the time frame of this master’s thesis and the estimated minimum amount needed to be able to
draw some more general conclusions about the target population.

The process of selecting companies was done together with Triathlon who provided a list of
companies which were Nordic-based large and medium sized industrial companies. After a review of
the list six main subgroups/industries were identified. These industries were Automotive, Heavy
industry equipment, High-tech, Med-tech, Raw material and chemistry, and Machinery and
equipment. Quota sampling (Bryman & Bell, 2007) was then used in order to get companies from all
six industries. The initial list of companies for future interviews contained five to eight companies in
each industry, which adds up to more than the interviewed companies in total. The reason for this is
that a number of the targeted companies chose to not participate in the study, which also was
predicted on beforehand and therefore some back-up companies were identified already from the
start.

The interviewees that were targeted had different positions since every company is built up and
organized in different ways. However, the people that were contacted had responsibility or overview
of the SPP process. Examples of interviewees’ positions are product manager, product planner, and
R&D manager.
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With the purpose as a basis and the input from the explorative study an interview template was
created. This template was pre-tested with people from ISEA Sweden since they have experience
from the industry and have had similar positions in different companies as the persons that were
interviewed. The template was also pre-tested at one company before the data collection started.
From the pre-tests it became evident that some minor changes were needed. For instance the
templates contained too many questions for managers to answer since they often are very busy.
Some questions were also unclear and therefore changed in order to minimize the risk of
misunderstandings. See appendix 8.2 for the interview template.

The main empirical data collection process consisted of telephone interviews which were more
structured than the semi-structured interview but still gave opportunity to qualitative answers to
some questions. The answers to these interviews served as the main data for the analysis.
Telephone interviews were used since it would have been too time consuming to conduct face-to-
face interviews. Another option was to send out questionnaires and let the respondents fill in the
questionnaire by themselves. However, since the concept of SPP can be quite broad and is not well
defined and established in the industry telephone interviews were preferable instead of self-
completion questionnaire since this gave the possibility to explain ambiguities.

During the interviews both authors participated, one asking questions and one taking notes. This
approach also ensured that both authors explain ambiguities in the same way and by that received
answers that were comparable.

3.1.3 Data compilation and analysis

Finally, the data from all of the interviews was used in the analysis in order to reach the purpose. In
this phase the answer from each question from the interview template were summarized. Some of
the questions from the interviews were not used in the result and analysis since it became clear in
this stage of the study that the questions were not as relevant as it was believed from the beginning
or since the answers to the questions were unclear, even though pre-tests had been made.

The answers regarding how they work with SPP were then mapped against both the influencing
contextual factors in order to be able to answer why SPP is different in companies and also against
the performance measures in order to map how companies that can be seen as successful within SPP
work with this. This was done in Microsoft Excel and in Minitab statistical software. Since an
important part of the study is built upon finding correlations between how companies are working
with SPP and influencing factors and performance measurements the way of finding these
correlations were a critical part of the study. To put it simply the most clear and evident correlations
were selected. However, in order to find the most evident correlations two different methods were
used. Firstly, the data was plotted in Minitab to be illustrated graphically, see appendix 8.3. The
curves with the steepest slope were chosen. Secondly, a correlation identified in Minitab was then
checked in Excel where the data regarding how companies tend to do their SPP was mapped against
the influencing factors and the performance measurements. Since both the influencing factors and
the performance measurements were divided from one to six, such as from low complexity to high
complexity shown in appendix 8.3, the average of a factor or a performance measurement was
calculated for different ways of working. As an example the planning horizon were mapped against
the product complexity in order to identify the average product complexity for companies where the
panning horizon was short or long. Than it was possible to see that companies with a planning
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horizon between one and two years had an average product complexity of for instance four out of
six. The reason for using both Minitab and Excel was that Minitab gave a good overview of the most
evident correlations while Excel provided necessary validation of the correlations found in Minitab.
For instance, as Minitab was used it did not show if the results fluctuated, this was better visualized
in Excel.

In some cases where not both constructs were quantitative only Excel was used since Minitab cannot
handle qualitative constructs. In Excel it was possible to for instance calculate the average product
complexity of companies having a planning process owned by R&D and compare the product
complexity with companies having a planning process owned by marketing. This was the case many
times when the performance measures were compared with the way companies work. An average of
the different performance measures were calculated for different way of working and the
approaches with the highest scores were compared with the approaches with lower scores in order
to find what was distinguish the best performers.

3.2 Research questions
This study is based on five research questions, which are formulated in order to reach the purpose of
this master’s thesis.

In order to understand how companies work with SPP it is of interest to understand which company
functions are involved in the process and which steps these go through in order to decide upon a
plan of how the product portfolio should be built up. Also, the result of the process needs to be
investigated as well as how the process is evaluated. This resulted in the first research question:

1. How is the SPP process within companies organized?
a. Which are the process steps?
b. Which company functions are involved in the process?
c. What is the output of the process?
d. How is the planning performance evaluated?

From the explorative study it became evident that in order to secure that market requirements are
met by products based on the technological capabilities within a firm there is a need to align these
different functions within firms. The alighment needs to be done early in the planning process in
order to coordinate the capability for the future because there are often large investments
associated with development projects, both in terms of time and money. This formulated the second
research question:

2. How do companies align their business and marketing function with their technology and
R&D function?

Since SPP is about deciding what the product portfolio should consist of, it is interesting to see how
companies evaluate their portfolio in different aspects. The portfolio can be evaluated according to
many different aspects. For most companies the product portfolio needs to be the main revenue
generator and therefore the commercial value of the products in the portfolio must be ensured. Also,
the explorative study showed that the balance between different products must be ensured,
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resource need must be considered, and the portfolio must be strategically aligned. This formulated
the third research question:

3. How do companies evaluate their product portfolio?
a. How is the commercial value of the product portfolio evaluated?
b. How is a balance of different types of products ensured?
c. How is it ensured that the product portfolio is strategically aligned?

The authors believed that contextual factors would have an influence on how SPP is being conducted
within different companies. Therefore eight contextual factors were identified and studied in order
to be able to explain the patterns found in the result and to identifying how company and industry
characteristics influence SPP within companies. The factors include length of product lifecycle, time-
to-market, product portfolio complexity, product complexity, market pull or technology push
orientation, predictability of market demand, types of product upgrades, and company turnover. In
addition to this the authors initially also had the hypothesis that there would be differences in the
way companies work with SPP in different industries. This formulated the fourth research question:

4. How and why does SPP differ between companies?

In addition to the above mentioned research questions the authors also believed it was important to
get an understanding of how the studied companies perform on a number of areas in order to assess
their overall performance of SPP. These are studied in order for the authors to draw some conclusion
about how certain methods, work procedures, and processes can influence the performance of a
company. The studied parameters include degree of change in plans, accuracy of estimated product
launch dates, accuracy of estimated product costs, and accuracy of estimated development project
costs, overall SPP performance, and profit margin. All of the measures are based on what companies
perceive themselves and not based on objective numbers except from profit margin. This formulated
the fifth and last research question:

5. What characterize companies that perceive themselves as high performing in SPP related
measures?

3.3 Quality criteria

In order to secure the quality of the results it is crucial to consider some quality criteria. Two main
types of quality criteria are considered to be extra important in this study, namely validity and
reliability.

3.3.1 Validity

The validity of a research concerns the integrity of the conclusion (Cepeda & Martin, 2005). There
exist different kinds of validity. Below the four most relevant and important types of validity for this
study are discussed.

The internal validity concerns causality, whether or not true cause-and-effects are drawn during the
research (Scandura & Williams, 2000). During the study analysis and conclusions were drawn
regarding how companies work and connect to company and industry characteristics as well as
different performance indicators. During this type of analysis the internal validity is a key concern
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since for instance many more elements can have an impact on the how companies work than just the
company and industry characteristics that have been measured. However, since the sample size was
relatively large the risk of drawing false conclusions was mitigated since the authors looked for
patterns of associations that were true for a significant part of the sample. Therefore the internal
validity is considered medium to high in this research.

External validity concerns whether or not it is possible to generalize results from the research to a
whole population or other populations (Scandura & Williams, 2000). The targeted population,
Nordic-based large to medium sized industrial companies, was given by Triathlon and can be seen as
a large heterogeneous group which would make it hard to draw some general conclusions. Hence, in
the beginning of the study an analysis was done in order to distinguish which type of company was to
be included in the population. From this analysis it became evident that the population consisted of
mainly six subgroups. As previously described quota sampling was used in order to get
representatives from all of the six subgroups and in that way get a representative picture of the
populations. This will increase the possibility to draw general conclusions about the populations
consisted of these six subgroup. However, since the difference between industry and company
characteristics and prerequisites can vary very much the authors do not think that the results from
this study can be generalized to other populations. Therefore, the external validity is seen to be
medium, high for Nordic-based large to medium sized industrial companies but lower for other types
of companies.

Construct validity concerns how well different measures used in the research actually represent your
ideas and theories (Scandura & Williams, 2000). In order to increase the construct validity discussions
with industry experts regarding the relevance of the interview questions and what type of answers
the questions were going to result in were held. These discussions made it clear that what were
asked about really reflected the ideas and theories the authors of the master’s thesis had.

Content validity concerns if the measures are both relevant and representative for the targeted
construct (Haynes, Richard & Kubany, 1995). It deals with the exhaustiveness of the research, for
instance if all aspects are taken into consideration. Since the definition of SPP does not exist in theory
today it is not totally clear which aspects to investigate during the research. Therefore literature from
many different related fields and concepts will be used in order to make sure that all important
aspects related to the concept are considered. In addition semi-structured interviews with industry
representatives were held during the explorative study in order to increase the content validity as
well as discussion with ISEA Sweden. In Table 2 a summary of how the purpose of the study was
broken down into research questions, how these research questions relate to literature concepts,
which interview questions were asked in order to get useable information, and also the validity
issues identified related to each research question.

3.3.2 Reliability

Reliability concerns if the research is stable, i.e. if the same results is produced more than once
(Cepeda & Martin, 2005). In order to increase the reliability pre-tests of the questions were
performed in order to decrease the risk that the interviewees would misunderstand and misinterpret
the questions. Pre-tests were done with both a company from the population sample but also with
representatives from ISEA Sweden. Clear and understandable questions will increase the likelihood
to get the same answer if the research was performed again.
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Since only one person at each company was interviewed it is possible that other answers would have
been collected if the study would have been repeated and another person in the company was
targeted. The reason for only interviewing one person at each company was time limitation. A large
sample was preferable in order to be able to draw some more general conclusions prior to
interviewing more than one person at each company. Some questions were really subjective where
for instance the interviewee ranked their company’s performance in SPP etc. and some were more
objective where they for instance describe their SPP process. The subjectivity were considered during
the analysis and handled with care.

Validity

Research question

How is the strategic
product planning process
within companies
organized?

—

Literature concepts

Strategic planning,
product planning,
product management,
organizational theory,
planning performance,
technology and product
roadmapping

Interview template questions
Do you have a formal planning process? If yes,
which steps are included and how frequent is
the process iterated?

What is the planning horizon of the process?

Which business function owns the planning
process?

Which company functions are involved in the
planning?

Does the process result in a visual plan? If yes,
whatisincludedin the plan? If no, what is the
output of the planning process?

How is the output from the planning process
transferred to product realization and used by
different departments?

How do companies align
their business and
marketing function with
their technology and
R&D function?

—

Alignment between
marketing and R&D,
IT/communication tools

How does the planning team ensure that they
have access to correct and enough
information from marketing and R&D
functions?

Do you use any IT tools (databases, excel
charts, etc.) for information exchange
between marketing and R&D? If yes, which
tools?

What is the geographical distance between
marketing and R&D functions?

How do companies
evaluate their product
portfolio?

—

Portfolio management,
portfolio planning,
portfolio matrix,
commercial value,
strategic fit, resource
management, balance of
products

According to what parameters do you make
decisions about your product portfolio?

Do you evaluate products based on the
potential of the single product or on the
potential of the product portfolio?

Do you have an explicit and established
method for portfolio optimization?

How do you ensure to maximize the
commercial value of your product portfolio?
E.g. what type of methods or tools are used?

How do you ensure to find the right balance of
different types (e.g. risk, time horizon) of
products in your portfolio?

How do you evaluate the resource need for
products in the portfolio? E.g. what type of
methods or tools are used?

How do you ensure that the portfolio is
aligned with overall business strategy? E.g.
what type of methods or tools are used?

Internal validity - Argued
to not be as important
related to these research
questions, since these are
not aiming to identify any
correlations, but rather just
map a current situation.

Construct validity - Argued
to be difficult to fully
ensure since SPPis a
somewhat unknown
concept, but has been

considered and addressed

by a thorough explorative
study.
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How does strategic
product planning differ
between companies and
why?
—

Approximately, what is the length of the
lifecycle of your products (from launch to end
of production, including smaller face-lifts,
excluding aftermarket and support)?

Approximately, what is the time-to-market
for your products (from product development
project start to market launch, not including
pre-research)?

Contextual factors,
product lifecycle, time-
to-market, product
complexity, portfolio
complexity, market

Compared to other industry companies, how
complex is your product portfolio in terms of
number of products and amount of shared
components between products?

push, technology pull or
market prediction,
incremental or major
upgrades

Compared to other industry companies, how
complex are your products in terms of product
technology and number of components?

Do you regard your company as market pull
oriented or technology push oriented?

To what extent is it possible to predict the
market demand in your industry five years
from now?

Are your company’s new products mostly
incremental upgrades or major upgrades?

What distinguish
companies seen as high
performing in strategic

product planning?

—

Planning performance,
change of plans, product
cost, project accuracy

How do you measure the results and the
efficiency of your planning process?

From one year to another, to what extent do
you change your plans?

To what extent are products delivered in
accordance with estimate launch dates?

To what extent are products delivered in
accordance with estimated cost targets (e.g.
production, material and overhead costs)?

To what extent are development projects
keeping given expenditure frame?

How would you rate your company’s

performance in strategic product planning?

Internal validity - Argued
to be important since
these research questions
are aiming to find the
correct correlations, and
has been considered and
addressed through a
thorough correlation
analysis using both Minitab
and Excel.

External validity - Argued
to be possible to
generalize for the target
sample of Nordic-based
large to medium sized
industrial companies, but
not possible for
generalizations outside
this target group.

Content validity - Argued
to be difficult to ensure
relevant measures since

the task of measuring the

planning process itself has
been identified as difficult.
The measurements used in
this study are being used
as indications of
performance.

Table 2: lllustration of the process from research questions to interview questions, including validity concerns

3.4 Research strategy

Bryman and Bell (2007) distinguish between two different research strategies, namely qualitative and
guantitative approaches. These two can often beneficially be combined; this is called multi strategy
approach. However, both approaches come with different characteristics and are suitable to use in

different situations.

The qualitative approach is characterized by being more explorative in its nature, and can initially
give deeper understanding than the quantitative approach (Bjorklund & Paulsson, 2007). It is
preferable in situations where the research is inductive, which means that the research is theory

building rather than theory testing. (Bryman & Bell, 2007)

The quantitative approach is characterized by being more about numbers and is particularly useful in
cases where a hypothesis should be tested and validated. In other words, a quantitative approach is
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often used when the research is deductive in its nature (Bryman & Bell, 2007). According to
Denscombe (2009) a quantitative approach increases the possibility to generalize the findings
compared to if a qualitative approach is used.

Based on the discussion above this master's thesis can be argued to be a combination of a qualitative
and a quantitative approach. The first part of the research, which was the explorative study, aimed to
increase the understanding of how companies work with SPP. This part is more qualitative in its
nature since this helped the authors to get a better understanding of the situation in order to be able
to ask right questions in next step of the research. The second part of the study is more quantitative
and aimed at retrieving as much data possible in order to be able to draw some more general
conclusions. However, the second part of the study contains qualitative data as well.

3.5 Research design

The purpose with the research design is to guide the data collection and analysis during the research
process. It also helps researcher to express casual relations between different variables, make
generalizations and understanding behavior. Mainly five different research designs are used today in
research. Which one that is most appropriate depends on the situation since they come with
different pros and cons (Bryman & Bell, 2007). In this master’s thesis the research design can be
argued to be a cross-sectional design. A cross-sectional design means that data is collected on more
than one case at a single point of time. Then the data should be connected to two or more variables
in order to identify patterns of association (Bryman & Bell, 2007). This is the case in this study where
data was collected at 36 companies at a single point of time. In next step this data was then analyzed
in order to detect patterns of associations.

Claesson & Lovenbdck
26



4 Results

This chapter aims to outline the answers from the structured/semi-structured telephone interviews.

The chapter consists of four main sections; organization of SPP, portfolio evaluation, alignment of
market and business with R&D and technology, and performance measures.

Generally in this section, the diagrams show the percentage of the investigated companies that use a
certain approach. Since it has been possible for the interviewees to give open answers in many cases,
some companies have state that they use more than one approach. This means that the total
percentage in one diagram can exceed 100 percent in some cases.

4.1 Organization of strategic product planning

This section will cover the process steps in SPP, planning horizon of the process, included functions in
the SPP, owner of the planning, which type of plan that is used, and how the companies measure the
result of the planning process.

4.1.1 The process of strategic product planning

Regarding the different steps that the SPP process consists of the answers from the responding
companies were diversified to a high extent. However, some general trends at the highest level were
identified. More or less all companies collect relevant information from the market and match that
information with the R&D capabilities of the firm. The information gathering process is different
between different firms but two common approaches are that the marketing and R&D function are
involved in the planning and provide the planning team with relevant information. Another approach
is that a product management function or a product planning function is responsible for the planning
and ask marketing and R&D functions for the information needed for the planning.
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Figure 11: Distribution of how often the SPP process is iterated

Most respondents also described that the process ends up in a meeting with top management, a
steering group, product council or similar. This is often a group that is cross-functional in order to
ensure that different views are taken into consideration. Some companies use the meeting in order
to both create the plan and decide upon it. In other companies one function, which was often
product management or the product planning function, prepare a plan before the meeting and
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during the meeting the plan is only presented and decided upon. In other words, it varies between if
the meeting only is an approval board or if it more or less constitutes the planning process. Figure 11
shows how often this process in the responding companies is iterated. As can be seen in the figure,
44 % of the companies state that the process is iterated annually.

The planning horizon for the responding companies is illustrated in Figure 12. The most common
planning horizon is between four and six years which more than 40 % of the companies have
answered.
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Figure 12: Distribution of the planning horizons used in SPP

4.1.2 Involved function in strategic product planning

The interviewees answered which business functions are normally involved in their own planning.
Here it was up to the respondents themselves to prioritize which business functions to include in the
answer, why it has also been identified why there are differences in the number of functions that
companies have. Another remark is that since many companies are organized differently they would
be expected to have a spread of the involved functions. The result should not be seen as a
comparison as much as an indication of the type of functions that can be involved in the planning.

What can be seen is that R&D most often is identified as a component of the planning team. In 89 %
of the interviews R&D has been stated to be included in the planning effort. Marketing and sales are
identified in 69 % and 53 % respectively to be involved. However another remark here is that
depending on the company organization marketing and sales sometimes can be referred to as
basically the same function, namely the business and customer side of a company. In 50 % of the
cases a product management function has been identified to be involved in the SPP process, while
top management has been identified in approximately one third of the answers. Some other
identified functions are also illustrated in Figure 13 as for example Product planning. The difference
between Product management and product planning can vary between companies. However,
generally the difference is that product planning is, as the name states, more of a planning function
while product management often has overall responsibility of a product or a product family. Apart
from the identified functions in Figure 13, there were also some less frequent functions identified,
such as aftersales, law and regulatory, customer service and brand management.
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Figure 13: Distribution of involved functions in SPP

4.1.3 Owner of strategic product planning process

Regarding which business function that owns the SPP process the most common answer is a product
management function. Approximately 47 % of the interviewees have identified a separate product
management function as the owner of the process. After Product management it is equally common
for companies that the marketing function and the R&D functions is the owner of the process. Both
these functions were identified as the owner in 8 % of the interviews. In some of the companies both
R&D and marketing were identified as co-owner of the process. This cross-functional ownership was
in place in 14 % of the companies. Another 14 % of the companies have a separate product planning
function as process owner. See Figure 14 for the distribution of the owners of SPP.
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Figure 14: Distribution of owners of the SPP
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Apart from the above mentioned other functions and setups were identified to some extent. In some
cases a Product portfolio management function was responsible for the planning. Some answers also
indicated that different segments or categories of companies were responsible (VP for segments, or
category manager).

4.1.4 Type of plan

Mainly three different types of plans are used by the responding companies. First, a simple product
roadmap in the form of a time plan with launches, phase outs, and face-lifts. Second, a product
roadmap with additional information (here called an extended product roadmap) such as project
data, market information, trends, development costs, customer groups, regulation- and law
requirements, and product performance. Third, a project roadmap in the shape of a time line
showing the prioritization and which development projects that should be carried out in the coming
years. 17 % of all companies use both one type of product roadmap and a project roadmap, while 11
% use only a project roadmap. See Figure 15 for the types of outputs identified by companies.
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Figure 15: Distribution of different outputs from the SPP process

Additional answers included action plan for the portfolio, a table saying which product it is and which
product it will replace together with something about the development project, a product plan in
form of a list of products with information about launches etc. Moreover, one company answered
that the SPP process resulted in a portfolio framework including when product launches should take
place, target markets, price levels, service offers connected to the products, main customers,
business assumptions. Finally, 6 % of the respondents answered that the SPP process does not result
in any visual plan.

4.1.5 Measure the performance of the strategic product planning process

Many respondents stated that it is difficult to measure the result and efficiency of the SPP process
per-se and therefore use measurements related to product and project success instead. Four main
approaches are used throughout the investigated companies.

e Product success — This approach means that the company measures the success of the
products in order to indicate how the company performs in the SPP process. Typical answers
in this category are product sales results, product profitability, product costs, new product
sales etc.
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e Accuracy of product achievement — The difference with this approach compared to only
measure product success is that the product success or achievement is measured and
compared to the estimations that have been made beforehand. Typical answers from the
companies in this category include follow up business cases, follow up sales targets, and
follow up quality and user experience.

e Project success — This approach focuses on the success of development projects. Some
standard measurements in this category include profitability of projects and success rate of
R&D projects.

e Project accuracy — The project accuracy approach focuses on measuring the accuracy of
project estimations. The most common way of using this approach is to measure the
accuracy of time and cost estimations for individual projects.

Figure 16 shows the distribution of how companies use different approaches.
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Figure 16: Usage of different measurements related to SPP performance

In addition to the above mentioned ways of measuring the performance of the SPP process single
responses of other approaches were obtained. These were for instance that one company used KPIs,
such as frequency/changes of plans and alignment with overall strategy, which are measured and
followed up. Another company used a numerical value of how many business opportunities they
have exploited during the year together with questionnaires regarding how well the SPP process is
managed that is sent out to the stakeholders of the process. Finally, one company answered that it
uses portfolio targets (e.g. profit and market position) which are followed up monthly.

4.2 Alignment of market demand and R&D capabilities
This section presents the result of how the interviewed companies align their market side with their
technology side of the company.

4.2.1 Ensuring enough information from marketing and R&D

During the interviews four main trends were identified concerning how companies ensure enough
and correct information from the business side and the technology side of the company in order to
plan for the appropriate products. The first trend is that companies tend to have a separate
product/portfolio management/planning function responsible for product planning, and it is the
responsibility of this function to collect the information needed in order to make the appropriate
decision. Of the interviewees 58 % answered that it is the responsibility of the separate department
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to secure the information needed. The function is often responsible in the sense that they have to
ask questions to the involved functions and receive answers and information back to use.

The second trend is that companies have a cross-functional planning where the functions are
involved and responsible for providing correct information themselves. In 42 % of the interviews
there is a cross-functional planning done by the concerned functions. Another trend is that even
though there might be a separate planning function responsible for the planning all concerned
functions are involved and integrated in this planning to a very large extent.

Thirdly it has been identified that companies have answered that there is a cross-sectional approval
board in place in order to ensuring that enough information is exchanged. Often this cross-functional
approval board can also be seen as a check-point in order to have all functions aligned. Sometimes
there are check-points where information must be provided, even without an approval board.
Approximately 28 % of the companies in the study have a cross-functional approval board as a way to
ensure that enough information is provided from involved functions. As previously mentioned, this
cross-sectional approval board can often be seen as a check-point. Other types of check-points can
also be identified, such as check-points or toll-gates in projects where parameters or certain
information needs to be provided in order to get an approval to continue the process.

The fourth and last general trend that has been identified is that some companies do not have a clear
process for how and when information exchange takes place. Sometimes it is more ad-hoc based on
the specific situation rather than a structured and stated process that looks the same over time.
Approximately 17 % have answered that they do not have a clear or structured process in place in
order to ensure that enough information is collected in order to plan for the right products. Some
answers have stated that it is more of a continuous information exchange taking place rather than an
established process.

Figure 17 shows the percentage of companies ensuring information in the different ways.
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Figure 17: Usage of different approaches to ensure collection of enough information from marketing and R&D
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4.2.2 IT tools used for information exchange
Several tools or methods have been identified to be used by companies. The priority has been on the
mostly used IT tools. Mainly five categories have been identified, see Figure 18.
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Figure 18: Usage of different IT tools for information exchange between marketing and R&D

Companies tend to rely on Microsoft Office to a large extent in order to exchange information. 64 %
of the companies have addressed Microsoft Office as a main tool for information exchange between
functions.

Databases have also been identified as an important factor for ensuring that information is stored
and exchanged between functions. It is 39 % of the interviewees that have stated databases as a
main tool. The extent to which it is clear or stated exactly what should be put into and stored in the
database however varies among companies.

Approximately 25 % of the interviewed companies have answered that advanced systems, such as
ERP systems (Product/Project Portfolio Management, PDM, CRM, ERP systems, etc.) are used in
order to assist the information exchange. The systems are not necessarily for the sole purpose of
information exchange for SPP, but are in use for this process.

In 22 % of the interviewed companies intranet solutions are used within the company in order to
store and access information by involved functions and people.

Approximately 11 % of the companies have answered that no specific tools are used for information
exchange in the planning process. Noteworthy here is that the interpretation of what corresponds as
IT tools may be questioned and it can be questioned if these companies do not use simple solutions,
such as Microsoft Office, for information exchange to some extent.

4.3 Product portfolio evaluation

This section contains the results that concern how companies evaluate their portfolio.
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4.3.1 Product portfolio decision parameters

Three main categories of answers were mentioned during the interviews when asking about what
parameters that the companies use when taking decisions regarding their product portfolio. These
three were:

e Financial parameters (e.g. profitability, turnover, return on investment, payback time, Net
present value, and sales volume)

e Strategic fit or strategic value (e.g. company strategy, emerging market trends, brand
management, and growth potential)

e Market or customer parameters (e.g. market/customer demand, market/customer need, and
customer/market feedback)

r )
Portfolio decision parameters

80

60 -
50 -
40 A
30 +
20 -~
10 -

% of interview ansers

Financial parameters Strategic fit Customer parameters

Parameter
\ arameters y

Figure 19: Distribution of different portfolio decision parameters used

As stated before, companies were allowed to answer more than one parameter and Figure 19 shows
the percentage of the responding companies that use the three main parameters.

It is evident that the most common parameter is financial. In addition to the three main categories of
answers other parameters that were mentioned were quality, competitive strength, manufacturing
fit, regulations/law requirements, intellectual property rights, and time since last update.

4.3.2 Method for portfolio optimization

Regarding the questions if the company has an established method for portfolio optimization 61 % of
the responding companies answered that they do not have any established method for this. 17 %
however answered that they are about to develop and implement a method for this. 19 % of the
respondents answered that they have a method, these companies used different methods. Only two
respondents had a method for evaluating single products/projects (e.g. total contribution of
individual products/projects, business cases for single products/projects) in order to optimize the
portfolio. Additional single answers included to use stage-gate process for projects, use a life-cycle
management process, use a financial method, calculate profitability and sales margin, and to
evaluate ability to capture, market attractiveness and strategic fit for single products. Finally, one
respondent had a process established for this, with instructions, check-lists, and optimization tools.
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In this process all products in the portfolio and all the potential new products are evaluated
according to a set of variables related to the three parameters profitability, brand, and growth
potential.

4.3.3 Ensure to maximize commercial value of product portfolio
The responding companies mainly gave three types of answers regarding how they ensure high
commercial value of their portfolio. The three different categories were:

e Financial calculations for specific projects (e.g. costs, sales volume, return on investment,
income calculations, gross profit margin, ABC-calculations)

e Ensure customer insight through market research

e Financial calculations for portfolio (e.g. profitability calculated on product group level or
portfolio level, and potential products and projects are ranked based on a set of parameters
and then the most profitable ones are chosen)
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Figure 20: Usage of different approaches in order to ensure the commercial value of the product portfolio

Figure 20 shows how many of the responding companies that use different approaches. Most
companies only answered one approach. Other approaches that were less common were cross-
benefit analysis, lifecycle analysis, qualitative evaluations, and portfolio fit.

4.3.4 Ensure balance between different types of product in the portfolio

| order to ensure that the product portfolio has balance between different types of products the
main trend was that companies consider it but do not have any method for doing it. Some companies
meant that the product mix is market driven (e.g. mix of customers decides product mix or the
market demand decides the mix). Two other approaches that several companies used were bubble
diagrams (e.g. Boston matrix, bubble diagrams with e.g. Risk versus reward or ability to capture
versus reward), and to divide products/projects into different categories (e.g. low and high margin
products, long-term, medium-term, and short-term projects, core-products, tactical products,
customer feedback-based). Figure 21 shows how many of the responding companies that use the
different approaches mentioned.
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Figure 21: Usage of different methods in order to ensure balance between different types of products in the portfolio

Moreover, the answers in this subject were diversified and other approaches that were mentioned
by single respondents or by two companies were SWOT-analysis, evaluate what they should develop
internally and what they should outsource, qualitative evaluations in cross-functional global steering
group, conjoint analysis to compare different products, lifecycle analysis, prioritize the projects based
on strategic areas, focus on profitability for the whole platform and not for single products, and
calculation of risk or probability of success for different projects.

4.3.5 Ensure that the product portfolio is aligned with business strategy

In order to ensure that the portfolio is aligned with the overall business strategy the answers were
much diversified. However, two main approaches were mentioned. The first is to use some sort of
steering group, most often cross-functional, to take decisions about the product portfolio and
foremost new products. The second is to use a top-down approach in the SPP process and the
creation of the plan using the business strategy as a base for the planning. Figure 22 shows how
many of the responding companies that use different approaches.
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Figure 22: Usage of different approaches to ensure that the product portfolio is aligned with overall business strategy

Many companies had other ways of ensuring that the portfolio is aligned with the business strategy.
Additional answers included; usage of templates in the product decision process about that new
products are in line with the strategy, product portfolio manager should ensure this, ensured by
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brand management, continuous meetings with top management, use the strategic bucket approach,
break down the business strategy to portfolio level, strategic dimension is included in business cases,
new innovations are classified in opportunity platforms which are based on the business strategy,
involvement of the strategic function during planning, continuous follow up of what the purpose with
projects is and that they are in line with the strategy, and that the strategy available to everyone.

4.4 Strategic product planning performance measurements

The companies were asked about how they perceived themselves to perform in five different SPP
related issues. The first measure concerns how much companies change in their planning from one
year to another which can indicate either how accurate the performed planning is or how uncertain
the industry is. The second is about to what extent products are delivered in accordance with
estimated launch dates. The third measure concerns to what extent products are delivered in
accordance with estimated cost targets (e.g. production, material and overhead costs). The fourth
measure is to what extent development projects are keeping given expenditure frames. The fifth
measure concerns how companies perceive their overall performance in SPP. The overall
performance focuses on the processes in place to perform SPP and not the how good the output
from the planning process actually is. In addition to these five measurements profit margin have
been studied but due to large difference the investigated companies’ profit margin the result is not
displayed in the figure. The profit margin will however be considered in the analysis as the other five
performance measures.

The main trend is that most companies rank themselves somewhere between two and five on the
scale. For accuracy of estimated launch dates, accuracy of project cost, and overall SPP performance
the most common answer is to rank themselves as a 4 out of 6. For degree of change in plans the
most common answer is a 2 which means that companies do not change very much in the plans from
one year to another. For accuracy of estimated product cost the most frequent answer is a 5 which
means that companies think that they are better in estimating product cost than launch time and
project cost.
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Figure 23: The companies’ performance in five SPP related measures
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The result is displayed below in Figure 23. For the degree of change in plans 1 is equal to a low
degree of change while 6 is equal to a high degree of change. For the accuracy of estimated launch
dates, product cost, and project cost 1 corresponds to low accuracy and 6 corresponds to high
accuracy. For the overall SPP performance 1 equals poor performance while 6 equals very good

performance. The Y-axis shows the percentage of the responding companies that have answered
different alternatives.
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5 Analysis

This chapter presents an analysis of the findings in the empirical study aiming at taking the mapping
one step further and answer research questions four and five. The chapter starts with a general
analysis of the main findings from the result in relation to existing theory. Secondly, an analysis of
how and why SPP differs between companies is performed based on the identified contextual factors
and the division of companies into different industries. Finally, an analysis of the difference between
companies that have answered that they perceive themselves as high performing in SPP related
issues compared to companies that perceived themselves as not as high performing is performed.

5.1 Main findings in relation to existing literature

This section aims to analyze the findings from the interviews in relation to existing academic
literature. This is done divided into the three main areas of organization of the SPP process,
alignment of market demand and R&D capabilities, and portfolio evaluation.

5.1.1 Organization of the strategic product planning process

When it comes to the organization of the planning process and the output from the planning process
the information from the literature is limited and therefore the result from the study is not
comparable to the theory to a high extent. For instance, it is unclear what planning horizon for the
SPP can be used in different cases since this is not stated in theory, and more just being compared to
planning horizon of strategic planning. Despite this, some of the findings will be discussed in relation
to existing theory below.

Almost all companies answered that both R&D and marketing or sales were included in the process.
This was expected since the integration of these two functions is a critical part of SPP. However,
neither of these functions were the most common owner of the process which instead was product
management. This can also be seen as reasonable since product management is often seen to lie
between these two functions. The implication of this will be discussed further in section 5.1.2.
Moreover, according to Kahn (2001) the planning is often carried out in a temporary cross-functional
team. This was also often the case in the study even though the process most often had a specific
function owning the planning responsibility.

Regarding the output from the planning process most companies described different types of
roadmaps which can be categorized as either product or project roadmap. Some companies had a
product roadmap which more or less only stated which products that should be offered to the
market in coming years. Others had more extensive roadmaps which, according to Albright and
Kappel (2003), are preferable. They state that a roadmap should include for instance how product
drivers (product attributes) should be linked to what is valuable for the customers. Moreover, since
some companies answered that the output from their SPP process is a project roadmap it is believed
that these companies risk ignoring some issues of SPP in the visual plan. SPP is about new
development projects but also about existing products and the phase out of old products which
might be ignored in a project roadmap. One can argue that the usage of a project roadmap or a
product roadmap does not decide if the company focuses on the phase out of old product or not.
However, the most reasonable approach must be to use a roadmap which reflects as much of the
planning as possible in order to be illustrative and useful for the company.
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It became evident from the literature review that it is often hard to measure the performance of a
planning process. The impression from the study was that the companies also experience this
problem. Some companies stated that it is really hard to measure the performance of their planning
process and that they do not have any method in place for this. However, companies that do
measure this tend to measure product success, product accuracy, project success or project
accuracy. Both product and project success is mentioned in theory as useful approaches even if these
types of measurements depend on many more factors than just the planning. As argued above, SPP
is about more than just development projects why it can be more logic to measure product success
or product accuracy than project success or project accuracy. However, it is somewhat unclear what
companies include in their measures relating to project success or project accuracy, and it is believed
likely that in order for a project to be seen as successful the product needs to be successful in the
market as well. This means that the distinction between the product and project related measures
are somewhat fuzzy. Regarding if companies should measure accuracy or success one can argue that
success is most appropriate since this is what counts in the end. Accuracy can, however give a better
indication of how well the estimation during the planning is working which is important both in cases
if the product performs better or worse than expected. Hence, a combination of accuracy and
success can be reasonable to use. Table 3 summarizes the findings from the studies in relation to the
literature.

Findings from study In line with theory and authors’ believes?

Product management most common owner of | Yes. Natural since this function can be seen to be
process between marketing and R&D.

More focus on extended product roadmap can

Product roadmaps, project roadmaps, and . .
bR 2 be preferable in order to include more aspects of

extended product roadmaps are used . . .
the planning work in the visual plan

Measure the performance of the planning
process by focusing on product success, product
accuracy, project success, and project accuracy

A combination of these approaches can be
preferable

Table 3: Comparison between interview findings with literature regarding organization of the SPP process

5.1.2 Alignment of market demand and R&D capabilities

The main finding regarding the alignment of market demand and R&D capabilities is that the most
common approach for ensuring that enough information is gathered from both functions is that one
function, often the function responsible for the whole SPP process, has the responsibility. From the
literature review it is evident that it is really important to ensure the alignment between these
functions. Hence, the question is if the approach of having one function, e.g. product management,
responsible for collecting information from marketing and R&D is a preferable way to reach
alignment. From one point-of-view, this approach can be seen as not being a cross-functional
approach since only one function collects the information from the other functions. A more cross-
functional approach would instead be that the concerned function is involved and responsible for
providing relevant information itself. If only thinking about aligning marketing and R&D functions the
latter approach, being more cross-functional in its nature, is preferable. However, since cross-
functional teams can lead to decreased efficiency with through increased number of meetings and
harder to reach consensus (Brettel et al., 2011) as well as that alignment through cross-functional
teams not always is necessary one can argue that the former approach can be a good alternative. In
other words a company has to evaluate what degree of cross-functional integration that is needed in
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order to match market demand with R&D capabilities. Table 4 summarizes the findings in relation to

the literature.

Findings from study In line with theory and authors’ beliefs?

Yes. Alignment needs to take place in order to
The selection of approach depends on the need ensure the two views of R&D and marketing.
for alignment. However, an increased amount of alignment is
not necessarily value-adding.

Table 4: Comparison between interview findings with literature regarding alignment between marketing and R&D

5.1.3 Product portfolio evaluation

One main finding regarding how companies evaluate their portfolio is that they lack established
methods for conducting this evaluation. Cooper, Edgett and Kleinschmidt (2001) argue that key
success factors to get a balanced, strategically aligned, high value portfolio, with the right amount of
projects, and good time-to-market is to have an explicit and established method for portfolio
planning. These methods should have clear rules and procedures, and also being consistently applied
across all appropriate projects. This was however not the case in the investigated companies where
often no methods or no established methods were used. One question is why the investigated
companies do not have this in place, even though the literature states that it is important. It can
either depend on that the benefits stated in literature are not as great as it seems. Cooper, Edgett
and Kleinschmidt, (2001) on the other hand state that it can be challenging to establish methods for
portfolio management and that the most common challenges is to create a positive climate, culture,
and buy-in for the methods used. Hence, senior executive support is important in order to establish a
specific method.

Companies also tended to focus on financial methods. This is in line with theory since Cooper, Edgett
and Kleinschmidt (2001) state that this is the most common approach used in companies. They also
argue that even if the financial methods have advantages the top performers that have enviable
portfolios do not focus much on financial methods. This is since the financial methods most often fail
to ensure that the portfolio is aligned with the overall business strategy and that the portfolio has
the right balance between different types of products. In addition, companies can, according to
Christensen, Kaufman, and Shih (2008), hinder innovation if relying too much on financial methods.
However, the financial methods are still important in order to secure profitability of project etc.
Hence, a good approach can be to combine the financial methods with other methods, such as
strategic buckets and bubble diagrams, discussed in chapter 2, in order to ensure that the portfolio is
aligned with the business strategy and have balance between different types of products.

A majority of the companies in the study answered that they evaluate products based on the
potential of the product portfolio and not the single product. This is in line with what Cooper, Edgett
and Kleinschmidt (2001) argue is the best approach. However, the companies have also answered
that the methods used to evaluate their portfolio tend to focus on single projects, which can be
argued to not be an evaluation of the overall portfolio. For instance, the most common approach to
ensure the commercial value of the portfolio was financial calculation for specific projects. It is
unclear whether or not these methods are used to benchmark projects and put them in relation to
the portfolio. However, it seems that most of the targeted companies do not have an established
method for evaluating projects in relation to the product portfolio. Only a couple of the targeted
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companies answered that they perform financial calculation for the portfolio in order to ensure the

commercial value of the portfolio. Table 5 summarizes the findings in relation to literature.

Findings from study In line with theory and authors’ beliefs?

Not common to have a specific and established Theory suggests having an explicit method for
method for portfolio evaluation. portfolio evaluation.

In line with what the theory states is the most

‘ f' 2 method common approach but the use of it have
ocus on financial methods.

drawbacks and these methods need to be

combined with other methods.

Many companies lack methods for evaluating Theory suggests having methods that focus on
the whole portfolio and product in relation the the portfolio rather than specific
portfolio. products/projects.

Table 5: Comparison between interview findings with literature regarding portfolio evaluation

5.2 How and why strategic product planning differs between companies

This second section of the analysis is a comparison of how SPP is carried out between different
companies, as well as identifying the reasons for why such differences exist. Firstly the section
presents how different contextual factors influence the three main areas of the SPP process. In
addition, after the comparison of companies using these contextual factors an analysis of the
differences between industries participating in the study will be done in order to visualize and give a
better view of how the contextual factors can influence and how SPP can be carried out among
different types of industries.

5.2.1 Organization of the strategic product planning process

Figure 24 shows which contextual factors affect the organization and the output of the planning
process. It is shown that time-to-market, length of product lifecycle, ability to predict market
demand, product complexity, and whether the company focuses on incremental upgrades or major
upgrades influence the SPP process in different ways. In coming sub-sections these correlations will
be elaborated upon in order to explain the results.

5.2.1.1 SPP process steps

As stated in the results in chapter 4 companies tend to have very different approaches concerning
what steps that the SPP process consists of. This makes it hard to analyze and draw some general
conclusions about what the difference between companies really is and explain the differences.
However, when analyzing the answers one trend that it evident is that turnover seem to influence
how structured and established the SPP process is. In terms of turnover, when comparing the largest
with the smallest, it is evident that the smaller companies to a higher extent lack clear and
established methods. Even if there exist exceptions this is a general trend that have been identified
during the study.
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SPP process steps

Frequency of
planning

Planning horizon

Owner of planning
process

Type of plan

Turnover

Incremental or major
product upgrades

Time-to-market

Length of product
lifecycle

Product complexity

Ability to predict
market demand

Ability to predict
market demand

Time-to-market

High turnover =>
More formal
processes

More incremental
upgrades => more
frequent

Long time-to-market
=> Long horizon

Long lifcycle => Long
Horizon

High complexity =>
Long horizon

Easy to predict =>
Long horizon

Easy to predict =>
marketing is owner

Long time-to-market
=> More project

oriented plan

Measure the
perfomance of SPP
process

Product complexity

Figure 24: How the contextual factors influence the organization of the SPP process

oriented measuring

5.2.1.2 Frequency

Regarding how frequent the planning process is iterated the main trend evident from the data
analysis was that the frequency was depending on if the company’s new products were mostly
incremental or major upgrades. Companies focusing on incremental upgrades had a more frequent
process than companies focusing on major upgrades. The reason for this can be that if the company
focuses on incremental upgrades this will probably also be reflected in the planning. Since major
upgrades most likely have longer development time it is possible that the process is iterated less
frequent in these companies than in companies focusing on incremental upgrades.

5.2.1.3 Planning horizon

A clear tendency looking at companies’ planning horizons was that this was connected to companies’
time-to-market, length of product lifecycle, and product complexity. Firstly, companies with short
planning horizons had substantially shorter time-to-market for their products. In addition the
planning horizon increases with the time-to-market. For instance, companies who had a planning
horizon between 0-2 years had an average time-to-market of one year while companies with a
planning horizon over ten years had an average time-to-market of 4.5 years. This relation seems
realistic and was expected on beforehand since a longer time-to-market requires longer forward
planning.

In the same way as time-to-market, the lengths of the lifecycle of the companies’ products impact
the planning horizon. However, the relation between product lifecycle and planning horizon was not
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as clear as in the case of time-to-market. From the study it became evident that many companies
focused more on the development of new products when working with SPP than planning for
existing product and when these should be phased out from the market. This might be the reason for
why time-to-market influence the planning horizon more than product lifecycle length since the
whole lifecycle analysis was not always included by companies in the SPP.

It also became evident that the product complexity impacted the planning horizon. Companies with
more complex products tended to have longer planning horizon than companies with less complex
products. Since complexity was defined in terms of product technology and number of components it
is believed to impact the time-to-market of the products. In other words, it might not be the product
complexity in itself that impact the planning horizon but instead that the complexity impacts the
time-to-market. However, the product complexity might also impact the time before time-to-market
since time-to-market was defined from product development project start. This means that pre-
research is not included. If a company’s products are complex one can argue that the pre-research
period will increase and that this also will increase the planning horizon.

According to Bradford (2011) the planning horizon is dependent on how quickly the environment is
changing. This was partly validated in the study since companies that thought it was easy to predict
the demand in their industry five years from now in average had a longer planning horizon than
companies that thought it was hard to predict the market demand five years ahead.

In addition Bradford (2011) argues that if a company can gather and understand information about
the future in a good manner they are likely to be able to have a longer planning horizon. It became
evident that companies with shorter planning horizon had no clear process to ensure enough and
correct information from marketing and R&D functions. Hence, one can argue that this indicate that
a no clear process to ensure enough information can result in worse information and in turn impact
the ability to have longer planning horizons.

5.2.1.4 Owner of process

One hypothesis made beforehand was that the ownership of the planning process would be
connected to if the company regarded themselves as market pull oriented or technology push
oriented. This was however not the case in the studied companies where there were more or less no
difference in market pull or technology push orientation between companies where the planning
process was owned by the marketing or the R&D function. There might be several reasons for this.
Firstly, several companies stated that they have moved towards market pull and might not have
changed the ownership of the process since then. Secondly, many companies perceived themselves
in the middle of market pull and technology push which means that the choice of owner of the SPP
might not be obvious.

Companies with a planning process owned by the marketing function also answered that it is easier
to predict the market demand in five years from now compared the companies with a process owned
by another department. This might seem strange since one can argue that marketing should own the
process if the market is uncertain and in that way compensate for that. On the other hand, if it is
really hard to predict the market demand it may be no benefit in that marketing owns the planning
process but instead gathers and provides as much information available to the owners.
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5.2.1.5 Type of plan

Mainly three different types of plans were used by the companies. These have been outlined as
product roadmaps, extended product roadmaps, and project roadmaps. What is clear is that
companies using a project roadmap have substantially longer time-to-market, with an average time-
to-market of approximately five years compared to around two years for companies that use a type
of product roadmap. This seems reasonable since if the time-to-market is longer the project often
can be more comprehensive and constitute a larger part of the planning and hence also a larger part
of the plan.

5.2.1.6 Measure the performance of the SPP process

What became evident from the data gathering was that companies which said to measure the
performance of the SPP process by measuring project success had higher product complexity than
the rest. The reason for this might be that with more complex product, which was defined as having
a higher number of components and more advanced product technology, the project success might
be seen as the most critical issue and therefore this is what is measured. In comparison, if a company
has less complex products the actual product development project is not the most critical issue;
instead the most critical issue might be to get enough sales. This does not mean that companies with
more complex product do not think that measures related to product success in the market are not a
critical issue but it seems like the product complexity impacts the approach when measure the
performance of the SPP process.

5.2.2 Alignment of market demand and R&D capabilities

The alignment of market demand with R&D capabilities is influenced by the factors portfolio
complexity, market pull and technology push, and product complexity. In addition to the identified
contextual factors it is shown that company size also influence the alignment between these
functions. Figure 25 shows all the correlations that have been identified in the study and these
correlations will be explained in coming sub-sections.

Low portfolio
Portfolio complexity complexity => No
clear process

Ensuring enough Market pull or Market pull => No
information technology push clear process

Lower turnover=> No

Turnover
clear process

High portfolio
Portfolio complexity complexity => More
use of IT-tools

High product
Product complexity complexity => More
use of IT-tools

Use of IT-tools for
info exchange

Neither market pull
or tech push => More
use of IT-tools

Market pull or
technology push

Figure 25: How the contextual factors influence the alignment between marketing and R&D functions
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5.2.2.1 Ensuring enough information

One clear finding when evaluating how companies organize themselves in order to ensure that the
planning function has enough and correct information from both the business side and the
technology side concerns the companies that have answered that there is no clear process in place.
The information rather tends to be collected more informally and by a continuous information
exchange rather than by a structured process in these cases. The most evident correlation that has
been found is that the companies with no clear process tend to have a lower level of portfolio
complexity and also tend to consider their company as market pull oriented. The complexity of
product portfolio related to the alignment of information between company functions is discussed
more in the next section, dealing with the usage of IT tools.

The fact that companies not having a clear process also tend to be more market pull oriented might
be explained in relation to the companies that actually have a process in place. The companies that
have identified a process for ensuring information exchange have also classified themselves to
equally prioritize a market pull and technology push approach. One can argue that when companies
tend to focus equally much on fulfilling the market demand as on developing and offer new products
and technology there is a larger need of alighment. A company characterized by either market pull or
technology push orientation might have a smaller focus on the alignment due to the fact that the
demand is either stated clearly by the marketing or the R&D side of the company. The demand is
coming from one direction and can be argued to be more clear than if a trade-off is needed to a
larger extent.

One additional finding related to how companies ensure information is that the companies stating
that they do not have clear processes are in general substantially smaller in size when comparing
annual turnover. It can be argued that it is the size of the company that sets the need of having a
structured way of dealing with information rather than the portfolio complexity and market pull or
technology push orientation. A smaller company which is more geographically limited can manage
with a more informal and unstructured information sharing process than a large multinational
company.

5.2.2.2 IT tools for info exchange

In similar manner to how companies ensure information to the planning team it also became clear
that the companies that state to not use any IT tools for information exchange between marketing
and R&D functions tend to be companies with a low degree of complexity of products as well as of
the product portfolio. They have also been identified to be more market pull oriented as a company.

If having a lower degree of complexity both of products and of product portfolio then the need for
information exchange might not be the same as for advanced, complex products and portfolios. The
more complex products and product portfolios are there is a larger need to have information
exchanged between business functions in order to understand all aspects of the product and the
portfolio. The benefit of using IT tools can be larger when the need for information exchange is
larger, which is in line with the study by Leenders and Wierenga (2002).
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5.2.3 Product portfolio evaluation

Figure 26 shows which contextual factors affect the organization and the output of the planning
process. It is shown that ability to predict market demand, product complexity, portfolio complexity,
market pull or technology push orientation, and if the company focuses on incremental upgrades or
major upgrades influence the SPP process in different ways. In coming sub-sections these
correlations will be elaborated.

Market pull or Market pull => No
technology push clear process

Low portfolio
Portfolio complexity complexity => No
clear process

Ensuring enough
information

Lower turnover=> No

Turnover
clear process

High portfolio
Portfolio complexity complexity => More
use of IT tools

High product
Product complexity complexity => More
use of IT tools

Usage of IT tools for
info exchange

Neither market pull
or tech push => More
use of IT tools

Market pull or
technology push

Figure 26: How the contextual factors influence the portfolio evaluation

5.2.3.1 Decision parameters

When mapping which decision parameters companies tend to rely on financial calculations, strategic
fit, and customer and market evaluation have been compared. The clearest trends that have been
identified in relation to the influencing contextual factors is that companies that focus on customer
and market oriented parameters in order to evaluate their product portfolio tend to have less
complex products, being more market pull oriented, and stating that they can predict the future
market demand to a large extent.

One can argue that complexity correlate to the companies that focus on customer and market
oriented parameters indirectly. It might be possible for companies to rely more on customer input
and feedback to a larger extent if the customers are able to understand the products they are buying.
A complex product with high number of components or advanced technology can in cases be more
difficult for the market to evaluate. It might be no surprise that companies that are more market pull
oriented rely more on customer and market oriented parameters when they evaluate their portfolio.
Based on that these companies are more market driven it is logical that the decision parameter
should also be customer or market oriented. If it is possible to predict the future market demand to a
larger extent it can be more accurate to rely on customer and market oriented parameters to
evaluate the portfolio. If the market demand is very dynamic it might be considered to be less
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accurate to use customer input as evaluation parameters since this input will undergo considerable
change coming years.

5.2.3.2 Balance of products

The two strongest correlations of contextual factors and the way companies consider the balance of
different products in their portfolio is with the complexity of the portfolio and the market pull
orientation. Companies answering that they are using bubble diagrams for evaluating the balance of
different types of products in general have answered that they also consider their portfolio to be
very complex. Companies using other methods have ranked their products not having the same level
of complexity. Cooper, Edgett, and Kleinschmidt (2001) argued that bubble diagrams was one of the
most frequently used tools for this purpose and based on this one can argue that the companies with
complex portfolios have a larger need of balance in their portfolio than a simpler portfolio would
need.

The other correlation can be argued to be rather straight-forward, that the companies stating they
do not really consider to evaluate a balance of product but instead focus on developing the products
demanded by the market are to a much larger extent market pull oriented than the other companies.

5.2.3.3 Alignment with overall business strategy

The clearest trends for how companies work with aligning their products with the overall business
strategy has to do with the type of new products that the company develops. Companies that tend to
develop more incremental upgrades to a much larger extent do not consider aligning the products
with the overall business strategy, while companies developing major upgrades have a more
structured and clear process of making sure that the products are in line with the overall direction of
the company. This alighment can either be done by a strategic board or a management team with
cross-functional responsibility or by a top-down approach where the overall business strategy is the
basis for the initial product planning. One can argue that for companies that tend to do more
incremental upgrades the overall direction of the company is somewhat clearer, and the incremental
upgrades do not create substantial changes to the existing offering. However, if developing a major,
radical new product there might be a possibility that this product can create a somewhat larger
change of focus in comparison to the existing offerings, and hence needs a larger amount of
alignment with the overall business strategy.

5.2.4 Difference between industries in contextual factors and strategic product planning

As stated related to the fourth research question in this thesis it can be interesting to compared
different industries in order to give a better picture of how the influencing factors can impact an
industry and how these factors can influence the way of working. The authors believe that this can
give a good visualization by putting it in a context. Figure 27 summarizes how the companies within
the six identified industries have positioned themselves in relation to the influencing contextual
factors that are evaluated in this study. Turnover is left out in the figures in this section due to the
large difference between the investigated companies but is still considered in the analysis. The
contextual factors can be parameters that are significant for different industries, and industries have
different settings of these factors. One can argue that the companies in this study in general are
similar in their characteristics, which can be expected due to the fact that this thesis is focused on
large to medium-sized industry companies, excluding for instance start-ups and smaller companies
which might have resulted in a larger spread.
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Figure 27: Differences between investigated industries in terms of the contextual factors used in this master’s thesis

5.2.4.1 Automotive

When comparing how companies within the automotive industry work with SPP to companies in
other industries one can find that the companies within the automotive industry have in general
longer planning horizon. As stated in section 5.2.1.3, a company’s planning horizon tended to
correlate with the length of the product lifecycle, time-to-market of the product, the product
complexity, and the possibility to which it was possible to predict future market demand. If focusing
only on the companies within the automotive industry the length of the product lifecycle do not
seem to correlate to the same extent as when comparing all industries together. In this study the
automotive industry actually has been identified to have the shortest product lifecycle on average.
However the time-to-market, which is argued to have larger influence on the planning horizon, is the
second longest for the automotive industry, only longer for companies in the med-tech industry and
hence in line with the argument in previous section. The results are similar for the product
complexity and the possibility to predict future market demand within the automotive industry,
where the companies have ranked themselves of being in the high end of the range when comparing
to other industries.

5.2.4.2 Heavy industry equipment

Not many clear findings have been identified within the heavy industry equipment segment. This
might be due to the fact that the companies within this industry do not create a homogeneous
enough industry or it can just be that the companies within this industry tend to work in different
ways from each other. What can be said though is that in general these companies tend to measure
the result of their process by focusing on project related metrics rather than product oriented
metrics.

On the contextual factors the industry is showing the highest degree of focusing on major upgrades
when developing new products. It is also shown that it is possible to a high extent predict the future
market demand. This can be said to be, together with some of the other industries in the study, an
inert industry. In an inert industry, especially if the company is technology push oriented, it can be
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argued that it has been possible to get a good result based on good engineering skills. This can be the
reason for why companies tend to focus on project rather than product in many cases.

5.2.4.3 Med-tech

Companies within med-tech industry have been identified to have long planning horizons and
ensuring the maximizations of commercial value of the product portfolio through financial
calculations for specific projects. They are also identified to conducting the SPP process more
frequent than other industries which in the case cannot fully be explained by the contextual factors
used in this thesis. This because it was previously argued that the frequency were mostly influenced
by if the company focus on incremental upgrades or major upgrades and the med-tech industry does
not focus more on incremental upgrades than the other industries. This indicates that more than the
contextual factors included in this thesis influence. This seems reasonable since not all factors that
were identified actually were included in the study and maybe some factors that influence the SPP
were not identified at all. The long planning horizon can be argued to relate to the long time-to-
market that the companies within the med-tech industry are experiencing in comparison to other
industries. It can be a valid finding since companies developing medicines in particular often have a
thorough development process with substantial amount of testing taking place, together with
governmental approvals that are often needed in order to get medicines onto the market. Apart
from the long time-to-market the companies within med-tech industry have also given answers
indicating a high amount of market pull orientation and to a high degree being able to predict the
market demand in the near future.

5.2.4.4 High-tech

Within the high-tech industry it is, just like in the med-tech industry, most common to try to
maximize the commercial value of the portfolio through financial calculations of specific projects.
When evaluating the contextual factors for the companies in the high-tech industry it shows that
these companies have ranked both their products and their product portfolio as the most complex
out of all industries in the study. They have also to the largest extent considered themselves being
technology push oriented, and having the lowest possibility to predict the future market demand out
of the industries.

Another finding related to the high-tech industry which was identified through the interviews was
the fact that the ROI of projects in many cases in this industry are generated over a relative short
time period after product launch to a larger extent than within other industries. Because of this it is
important to launch new products on time as well as conducting a successful project in order to have
the product fully ready for delivery when launched.

5.2.4.5 Machinery & Equipment

Companies within the machinery and equipment industry have together with the raw material and
chemistry industry shown the lowest frequency of their SPP process. The frequency was in section
5.2.1.2 shown to be related to if the companies’ new products are mostly incremental upgrades or
major upgrades. When evaluating the machinery and equipment industry however there is not the
same correlation found. As previously mentioned this might be the case since the some factors have
been excluded in the study. One can also argue that this might be due to a randomization due to
limited sample size or merely that the same correlation cannot be found in this industry. However,
since it was the frequency did not correspond with previous findings in the med-tech industry as well
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one can suspect that the frequency is depending on another contextual factor not included in this
study.

Within the machinery and equipment industry two other clear findings were identified, namely that a
product management function is present and is the owner of the SPP process and that the
companies within this industry tend to evaluate their portfolio based on the total portfolio rather
than on individual products. To some extent these findings correlate to that in this industry segment
there are, based on indications resulted from the interviews in this study, to a larger extent than
within other industries in this study often large amount of complementary products and there is a
need to coordinate the overall portfolio rather than evaluating the individual product. Companies
consider developing and selling complementary products or system solutions to a larger extent,
which results in that products need to be compatible with each other.

5.2.4.6 Raw material & Chemistry

As stated above, the raw material and chemistry industry has together with the companies in the
machinery and equipment industry indicated the lowest frequency of their SPP process. The
companies within this industry have also answered that they use the shortest planning horizon of the
different industries and also tend to focus on evaluating individual products rather than the overall
portfolio when evaluating the portfolio value. It is possible to argue that this industry to a larger
extent than others is somewhat more focused on one major technology or product and do not need
to align as much between different products. It might be the same raw material component used in
different ways in order to develop variants of products. This can be enhanced by evaluating the
contextual factors influencing the raw material and chemistry industry the most. This industry is
characterized by having the highest degree of incremental upgrades compared to other industries,
and also the lowest amount of complexity both in relation to the products and the product portfolio.
In addition to this the industry has also identified the longest product lifecycles and the shortest
time-to-market. The short time-to-market can be used as partially explain the short planning horizon
that is experienced in the raw material and chemistry industry. If it is possible to quickly deliver a
new product to the market the need for a long planning horizon is smaller.

5.3 Characteristics of high performing companies in strategic product planning
This third section of the analysis includes an analysis of the findings from a performance based point-
of-view. This is done by comparing the findings in relation to the six measures indicating companies’
SPP performance which have been studied during the interviews, presented in section 2.5.1.

5.3.1 Degree of change in plans from one year to another

Contextual factors found to influence how much companies change their plans from one year to
another are; possibility to predict market demand, portfolio complexity, time-to-market, and length
of product lifecycle. Firstly, companies that have difficulties predicting the market demand five years
into the future tend to change their plans more than those who can predict the market demand to a
higher extent. This seems reasonable since the availability of accurate information is critical for
making right assumptions about the future and hence set plans that do not have to be changed.

Secondly, companies with more complex product portfolios also tend to change their plans more
from one year to another than other companies. The reason for this can be that it is believed that the
more complex the portfolio is the harder and more complex the SPP work will be. Hence, with a
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complex portfolio the likelihood of changes will increase since it is harder to plan and since more

/

things can change.

Less change
in plans from
one year to
another

Contextual factors

* Easy to predict market
demand

* Low portfolio complexity

* Long time-to-market

* Long product lifecycle

\_

Figure 28: How contextual factors influence the degree of change in plans from one year to another

Thirdly, both time-to-market and length of product lifecycle influence how much companies change
their plans in the way that shorter product lifecycle and time-to-market give more changes in the
portfolio. With a shorter product lifecycle the likelihood that something will change to next year
probably will increase and if the time-to-market is long, for instance three to four years as in the
companies that have answered that they change quite little from year to year, it is reasonable that
they do not change that much from one year to another.

In Figure 28 the contextual factors that according to this study influence to what degree companies
change their plans from one year to another are highlighted.

When evaluating this measure no clear correlations between the degree of change in the plans and
the companies’ way of working were found. The authors believe that there might be correlations to
be found and it might be a methodological issue concerning no such findings in this study. However,
it is still argued that the indications are that the contextual factors may be influencing to a higher
extent.

5.3.2 Accuracy of estimated launch dates

The most apparent correlation looking at to what extent different companies can keep given launch
dates was that this was connected to if the company is market pull or technology push oriented.
Companies with technology push orientation considered themselves to be better keeping given
launch dates than companies with more market orientation. One reason for this can be that with
market pull orientation the market requires a product and probably want it as soon as possible which
can result in a need of fast delivery. However, it is not clear whether the R&D function actually can
deliver what the market want in this stage. In the other case, in a company with more technology
push orientation they start with what the R&D function actually can deliver and squeeze it into the
market. With the latter approach it seems more likely that one can keep given launch dates. In
addition, with market pull orientation the company becomes sensitive for changes in the market
which can result in changes in products that are under development which can influence the delivery
date.
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The main finding trying to explain what distinguish companies in their way of working with SPP that
are keeping launch dates to high extent from those who cannot is that companies that have a
planning process owned by the R&D department is much worse in this matter that others. This might
seem strange at the first glance thinking that R&D should keep its own deadlines. However,
companies where R&D owns the SPP process are believed to have a somewhat more ad-hoc
approach to SPP and in that way also lack cross-functional thinking. Hence, if the cross-functional
thinking is not there it is likely that one function, for instance the R&D department, underestimate
the effort needed by other departments which result in delays.

-
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* SPP process not owned by R&D
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Figure 29: How contextual factors and way of working can increase the accuracy of estimated launch dates

The reason for why companies where R&D owns the process is believed to have a more ad-hoc
approach to SPP is based on that these companies have scored lowest on estimation of product
launch date, product cost, and perceived overall SPP performance. In addition, these companies also
had almost lowest scores in estimation of project cost. Together this indicates that these companies
lack cross-functional thinking and have less established methods and procedures.

Figure 29 is a summary of which contextual factors that influence the accuracy of estimated launch
dates and how the way of working with SPP also can influence this.

5.3.3  Accuracy of estimated product cost

Looking at which contextual factors that influence the accuracy of estimated product cost it was
found that companies with more technology push orientation perceived that they keep estimated
cost targets for product to a higher extent than companies with market pull orientation. This can be
explained in the same way as in the case of accuracy of estimated launch date described above.

Moreover, companies with no clear process for ensuring enough information from marketing and
R&D also keep estimated product cost targets to lower extent than others. These companies also do
not use any IT tools for information exchange. According to Leenders and Wierenga (2002) the use of
IT tools can improve the alignment between functions. Supposing that companies with no clear
process and no IT tools cannot ensure enough information as good as others this means that it seems
reasonable that these companies cannot estimate product cost as good as others. This since unclear
information in the process from different functions can influence the estimations since the product
cost it set by many aspects covering different company functions.
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It was shown in the study that companies with longer geographical distance perceived that they hold
estimated cost to lower extent than companies with short geographical distance between marketing
and R&D functions. According to Griffin and Hauser (1996) relocation and physical facilities design
impact the alignment potential in organizations, i.e. with a longer geographical distance it is less
likely that the alignment will be successful. As previously stated, the estimation of the product cost is
a cross-functional activity which makes the alignment aspect important. Hence, this can be one
reason for why companies with longer geographical distance not perform as high as other in
estimation of product success.

Figure 30 is a summary of the above mentioned factor and ways of working that influence the
accuracy of estimated product cost.

Contextual factors

* Technology push orientation

Increased
accuracy of
estimated
product cost

Way of working

* Clear process of aligning info
between marketing and R&D

* Usage of IT-tools for aligning info

* Short geographical distance
between marketing and R&D
departments

Figure 30: How contextual factors and way of working can increase the accuracy of estimated product costs

5.3.4 Accuracy of estimated project cost

It became evident that companies with no clear process of aligning information between marketing
and R&D functions in the SPP process keep project expenditure frames to a lower extent than other.
This is in line with previous findings that better alignment between marketing and R&D functions can
improve estimations of product cost and launch time. In the same way the project cost is a cross-
functional issue including alignment with different departments. A development project does not
only concern the R&D function, instead many functions have to be included, such as marketing and
production. With a better alignment between the concerned functions the likelihood of making
correct cost estimations for projects will increase. See Figure 31 for an illustration of the relation
between way of working and estimation of project costs.
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Figure 31: How contextual factors and way of working can increase the accuracy of estimated project costs

5.3.5 Perceived overall strategic product planning performance

Companies acting in an industry where the market demand is easy to predict five years from now
had lower score on overall SPP performance than companies that thought it was hard to predict the
market demand five years ahead. Also, companies with a more complex product portfolio also scored
higher than those with less complex portfolio on overall SPP performance. Both these results can at
the first glance seem strange since both these factors were believed to obstruct the SPP process.
However, the companies scored their overall performance by thinking of the processes in place and
not how good the actual output from the process is. This since the output is really hard to measure.
Therefore having good processes in this study means having a high overall performance in SPP.
Thinking of this the correlation with market demand and product portfolio complexity seems more
accurate. This because these contextual factors make it harder to work with SPP and therefore
companies with problem predicting the market demand and a complex portfolio have been forced to
implement processes in order to be able to handle these challenges.

Another clear trend is that company turnover corresponds with perceived overall SPP performance.
Companies with high turnover perceive themselves performing better than companies with low
turnover. This is probably connected to that the respondents have answered this question with the
processes and methods that are in place in the company and not the performance of the output of
the planning process. This means that companies with higher turnover perceive themselves as better
since they have more structures and established methods in place as also where previously discussed
in the analysis.

The authors have identified that companies who perceived themselves as high performing in SPP in
general have more structured and clear processes than others. In order to illustrate this, examples of
the SPP process steps from two companies with high score on overall SPP performance is described
below. One company started with information and knowledge gathering, where the company has a
separate market intelligence department that collects information and forecasts about the market,
customers, trends etc. Next step in this process is a brainstorming phase where all potential products
and projects are presented. Then a cross-functional team performs a screening where the potential
products and projects are evaluated and prioritized by the planning team with input from other
functions in order to take away the least profitable ones. This step is repeated a number of times
until the number of products and projects are limited. Finally, the new products are mapped against
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the existing product portfolio in order to add or subtract products from the portfolio. This process
takes six-seven months and is continuously aligned with top management. Figure 32 illustrates this
example.

1. Information
gathering by market
intelligence function

4. Mapping of new
products against 2. Brainstorming
existing in order to add regarding product and
or subtract products projects

from portfolio

3. Repeated evaluation
and prioritization of
potential products by

cross-functional team

Figure 32: An example from the industry of how the SPP process can look like

Another company’s process is structured in such a way that it starts 6-9 month before the plan
should be ready. The first step is to contact all sales offices in different regions. The regions create a
list with the most important requirements from the customers, and on the largest trends etc. Then
these requests are consolidated. A formal request is sent to the regions and which prioritize issues
regarding the product portfolio. Then discussions are held and different business units prioritize their
projects and products. R&D supports this process by giving information about if this is possible to
develop and how much resources are needed. The final decision is taken by top management.

Companies with lower scores on overall SPP performance answered that they do not have any clear
process in place. For instance, one company answered that no process is in place for the portfolio,
only for separate new product development projects.

Moreover, companies with a planning process owned by the function product planning had the
highest score on overall SPP performance. This seems logic since, as discussed before, the SPP
performance concerns the processes that is in place. It is reasonable that companies with a separate
functions handling only product planning also have proper and well established methods for SPP.
However, this does not mean that the output from the planning process is better than the output
from others which is shown when comparing the other performance measures studied in this thesis.
Companies with a product planning function only have average scores in how well they estimate
launch dates, product costs, and projects costs.

Companies with the highest scores on overall SPP performance also use an extended product
roadmap, which is the most comprehensive plan identified in the study. In the same way as in
previous paragraph one can argue that this is because if you have a more comprehensive plan you
take more aspects into consideration in a structure manner and in that way perceive that you are
better than if you do not have this.
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Moreover, in the work of aligning marketing and R&D functions companies with that have no clear
process and do not use any IT tools for information exchange have a lower score of overall SPP
performance than others. As stated before, the use of IT tools can improve the alignment between
functions (Leenders & Wierenga, 2002). Since alignment is a critical issue in SPP it is logic that
companies that do not use this have a lower overall performance in SPP.

Another characteristic of companies that perceived themselves as high performing in SPP was that
they have a more distinct approach to how they ensure that their product portfolio is aligned with
the overall business strategy. These companies scored higher on overall SPP performance than
companies that answered that they just consider this but do not have any specific method to ensure
the alignment with business strategy. Companies that use a top-down approach when creating the
plan where they start with the business strategy had the highest scores on overall SPP performance.

Finally, companies that tend to focus on products and not projects when measuring the performance
and efficiency of the SPP process scored higher on overall SPP performance. Companies that
measure the success and accuracy of products scored higher than companies measure the success
and accuracy of projects. This also seems reasonable since SPP is about more than just specific
projects. Looking at how successful and accurate the products are instead of the projects is a wider
approach that can cover more aspects of SPP since SPP is more about how well the products perform
and not how a single projects perform.

In total one can say that companies that perceived themselves as high performing in SPP seem to
have more established methods and focus more on SPP than companies with low performance.
However, it is unknown whether or not the established methods and investments in SPP really pay
off. One can argue that companies tend to think that “more is merrier”. An example of this the case
of companies having a separate function only focusing on product planning not score higher on
measures such as accuracy of launch dates, product cost, and project cost. However, as have been
seen these aspects are not only depending on methods and how the companies work but also on
contextual factors that the companies have limited possibility to influence.

Figure 33 summaries which contextual factors that influence and what ways of working of working
that is preferable to increase the perceived overall SPP performance.

Claesson & Lovenbdck
57



Contextual factors

* Hard to predict market demand
* High complexity of product portfolio

* High turnover Increased

overall SPP
performance

Way of working

* Structured way of working

* Separate product planning function

* Use an extended product roadmap

* Clear process of info exchange

* Distinct approach to ensure
alignment with business strategy

* Focus on product and not projects
when evaluating SPP performance

s

Figure 33: Contextual factors and way of working can influence the perceived overall performance of SPP

5.3.6 Profit margin

No clear trends have been identified looking at how contextual factors and way of working with SPP
influence the profit margin. The reason for this might be that there are too many other aspects that
influence the profit margin in addition to SPP issues. In addition, the large differences of the
investigated companies’ profit margin have made it hard for the authors to find true correlations.
One can argue that outliers could have been removed in order to get around this problem but then
the sample size would have been too small to draw any conclusions. Since the profit margin can be
seen as an overall performance measure the other SPP related performance metrics were checked
against the profit margin as well. However, this did not result in any clear trends either.
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6 Conclusions and discussion

This chapter aims to outline the conclusions from the study. First the research questions will be
answered and some additional conclusions will be specified. The chapter also includes a discussion
regarding limitations and further research.

6.1 Conclusions based on the findings related to the research questions

In this master’s thesis an initial mapping of how Nordic-based large to medium sized companies work
with SPP has been carried out. It has been shown that this phenomenon consists of mainly three
areas; organizations of the SPP process, alignment between marketing and R&D functions, and
product portfolio evaluation. The authors of the master’s thesis argue that SPP must exist in
companies, meaning that all companies have to come up with what their product portfolio should
consist of. Based on the results it is evident that SPP vary between companies but the results also
show that all of the three main areas included in this study are relevant and that these constitute the
foundation of SPP. It is possible that SPP also constitutes of other areas than the three evaluated in
this study and that the SPP will be different if studying other types of companies, such as start-ups
with a strong customer orientation. The process might then start with the market planning and the
SPP and R&D planning is carried out based on the result from the market planning. This means than
the alignment between marketing and R&D functions will be different from the companies that have
been investigated in this study. The organization of the SPP process might also in this case be
different where marketing has a higher degree of power. The portfolio evaluation can also be carried
out based on different parameters in this type of company.

6.1.1 Research question 1

What has been evident is that one can divide the comparison of the SPP process carried out by
companies into two different levels. It is shown that on the highest level the companies are
somewhat similar in the sense that they all tend to conduct the essentials of SPP, being to plan for
the future product portfolio. Some companies have very well-defined processes while others have
less defined processes. In both these cases the planning still takes place. However on a lower, more
detailed level the conclusion is that the processes taking place in companies are structured and
carried out very differently. There are, as stated, companies who have very structured and
documented guidelines and processes for how the planning should take place, while other
companies tend to carry out the planning somewhat more ad-hoc, based on the individuals within
the organization. These different ways of working show that there are many possible ways of setting
up an organization while still being profitable.

If trying to come up with the general conclusion about how companies conduct SPP it is done using
an annual planning cycle, and R&D are almost without exceptions involved in the planning while a
marketing or sales function represents the market/business side of the company. A product
management function is often also present within companies and this function is generally the owner
of the process, which was expected since this function can be seen to lie between R&D and
marketing function. The planning process often results in a visual product roadmap, which is only a
schematic view of future product launches or a complete business case summarizing all business
aspects of the product portfolio. In addition, it can be concluded that, in general it is difficult to
evaluate the planning performance since this cannot be seen as an isolated process. However, the
companies that evaluated their planning performance tend to either rely on measurements
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connected to project performance or product performance, and it is argued that a combination of
these approaches can be appropriate to use.

6.1.2 Research question 2

The part of SPP concerning how companies align themselves in order to fulfill the market demand,
while using the R&D capabilities, concludes that it is most often the responsibility of a separate
function within companies, such as product management or product planning, to ensure that both of
these somewhat contradicting aspects are taken into consideration. Quite frequently all company
functions are involved in a cross-functional planning team responsible for ensuring the functions’
best interests. It can be argued that the choice of alignment approach depends upon the alignment
needed and the companies need to evaluate how much alignment is preferable since additional
alignment does not always add value but can instead in some cases decrease the efficiency. The IT
tools that are used for communication are often simple tools, with Microsoft Office being the most
frequent IT tool.

6.1.3 Research question 3

When examining how companies evaluate their product portfolio the conclusion is that the
companies tend not to necessarily have a clear process for portfolio optimization, but to evaluate the
product portfolio based on financial parameters, strategic fit, and customer or market oriented
parameters. The companies tend to ensure the commercial value of their portfolios based on
financial calculations for individual projects, while the balancing of different types of products in the
overall portfolio is considered but there is no formal process or method. Finally companies make sure
that the portfolio is aligned with the company’s business strategy using a steering group or a top-
down planning approach, where the overall strategy and business plan is the basis for the SPP. The
different approaches used by companies regarding portfolio evaluation differs from what the
literature argues is preferable, this theory states that the large focus on financial parameters is
sometimes dangerous and that companies should focus on the portfolio rather than on individual
projects or products. It is also evident that companies tend to focus on adding new products in the
evaluation of the product portfolio and sometimes forget to include existing products in this analysis.

6.1.4 Research question 4

When comparing the differences in way-of-working of the companies in this study this has been
done using the eight contextual factors. Based on these factors, the most evident conclusions to be
drawn are: the way companies organize their SPP process is much depending on the time-to-market
of its products, the company turnover, the product complexity, and the degree to which it is possible
to predict the future market demand. How the companies align their customer demand with their
R&D capabilities mostly relates to the complexity of the products and the product portfolio, the
company turnover, and whether the company is market pull or technology push oriented. How
companies tend to perform an evaluation of the product portfolio relates to the complexity of the
product portfolio, and what type of products the portfolio consists of. What type of products the
portfolio consists of is decided by product complexity and if the upgrades are incremental or major.
In addition to this, the portfolio evaluation is also decided based on if the company is market pull or
technology push oriented.

6.1.5 Research question 5
There are three, distinguished main measures when concluding characteristics that companies
possess demonstrating a SPP high performance. The first one studied in this thesis is the degree to
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which companies tend to change their plans over time. This is concluded to mostly relate to the
contextual factors rather than the way in which companies are working. Not surprisingly the
companies who are characterized by the ability to predict the future market demand, and a lower
level of portfolio complexity, together with a longer time-to-market and product lifecycle state that
they to a lower extent change their set plans.

The second measure is actually a set of measures relating to the accuracy of product and project
estimations set in the plans. Companies that to a larger extent are keeping given launch dates,
product costs, and project costs are characterized by the contextual factor of being technology push
oriented. However the accuracy of the estimates seem to be somewhat lowered when R&D is the
owner of the planning process. Regarding the way in which companies are working, the clearest
correlation with the accuracy of estimations is related to having a clear way of aligning marketing and
R&D functions. In addition to having this clear alignment process is also the usage of IT tools for
communication which is higher within companies keeping estimates.

The third and final measure is the ranking that the companies have done of their own perceived
overall SPP performance. The companies that stated to have a higher overall SPP performance were
all influenced by the contextual factors high turnover, high complexity of product portfolios, and the
fact that it is difficult to predict future market demand. The companies tend to have structured and
clear processes, with a standardized way of ensuring information. They also often have an extended
product roadmap stating the future product portfolio. The overall conclusion related to this measure
is that the companies which have a higher overall SPP performance are the ones that have a set of
contextual factors which creates a need for a higher degree of planning and formalization. High
turnover, complexity and uncertainty are all argued to be prerequisites which make the planning
essential to a higher extent. This is reflected in the processes in place, which are structured and
formal to a higher extent.

6.2 Concluding discussion

In addition to the fore mentioned conclusions, which answer the research questions in this thesis,
some further conclusions have been made throughout the study. The following conclusions are
argued to be more connected to the analysis of the result rather than the empirical result.

It became very clear throughout the interviews that the topic SPP is much highlighted within
companies today. More emphasis and resources are put into improving the strategic planning
process for future products than what has been done historically. Many interviewees have indicated
that they are currently re-organizing and improving their SPP process. The type of companies
involved in this study, large to medium-size industry companies can be argued to historically have
been somewhat inert, and it has been possible to rely upon engineering skills rather than a well-
functioning SPP. However, this is changing when moving towards a more dynamic, faster changing
industry set-up where companies need to plan future scenarios to a much larger extent. Due to this
there is also an opportunity for interesting further research to take place regarding SPP, which is
more discussed in section 6.5 in this thesis.

One can ask if it is essential to have a well-structured and clear SPP process in place, or if it is not
necessary to put more effort into than needed. In this thesis the performance related to SPP that the
companies have indicated has been mapped against the average profitability of the companies
during the past years. This has however not shown any clear correlation. Neither has any correlations
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to profitability been found with the way companies work. Therefor it is needed to ask if the SPP has
no impact on the companies’ profitability. One can argue that so many more factors than SPP are
involved in the creation of profit for a company and it is difficult to evaluate the isolated SPP process
and its impact. Manufacturing and all other operations taking place play such a significant role that
they are adding up with the initial strategy creation and SPP process in order to determine the
success of a firm. However the other financial measurement evaluated in this study, namely
turnover, tends to strongly correlate with how companies organize their SPP process. Larger
companies with higher turnover have in general a higher degree of formal processes and methods in
place. The correlation with turnover is also reflected when comparing how the companies have
ranked their own performance in SPP. There is a strong correlation showing that companies with
higher turnover rank their own performance higher than companies with lower turnover. The
conclusion related to this is that the larger the companies are the larger the need is for a well-
defined and formal process. This is argued to be valid for processes other than SPP also.

Another conclusion that can be drawn from the study is that it is in general difficult to measure the
performance of the SPP process. Many argue that if it is not possible to measure the performance it
is not possible to control it. At the same time many of the companies argue that they do not really
have sufficient measures of their own performance. Many companies have stated that they have
identified a more structured and measured process as one of the main improvement potential in
their own organizations.

6.3 Use cases of strategic product planning

The authors of this master’s thesis argue that in order to describe how SPP is carried out in Nordic-
based large to medium sized industrial companies, based on the findings in this study, this should be
done based on the degree of formality in companies’ SPP processes. Therefore three use cases have
been identified, see Figure 34, built upon the level of formality of processes:

e Case one: High degree of formal processes that reflects the actions and activities in the
company.

e Case two: Formal process in place with somewhat ad-hoc activities around the formal
processes.

e Case three: Informal processes that are carried out on a day-to-day basis.

- D

High Low
formality formality

. J

Figure 34: Three identified use cases from this study

The first use case includes companies that have many stated processes in place which is also
reflected in their day-to-day work. The stated processes work as a framework for how the daily
activities should be carried out during for instance one year. In general these companies also use
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more tools and methods for different processes, both tools and methods that the company has
established themselves but also tools and methods which are treated in the literature. The level of
formality in these companies is high, and processes and responsibilities are clearly stated. In several
cases these companies have a separate product planning functions dedicated to this type of
planning. Two examples of processes from use case 1 companies were presented in 5.3.5.

The second use case includes companies that have basic formal processes in place but the activities
around these formal processes are much more ad-hoc than in the first case. Typically, these
companies have a meeting, often once a year, that is the basis for the planning and many times also
constitutes the planning. The rest of the year a more ad-hoc approach is used in order to collect the
relevant information needed for the yearly meeting. These companies also use tools and established
methods for different issues to a lower extent than in case one, but still have some tools in place.
Since the formal processes are not reflected in the daily work the actions that are carried out during
the year is dependent on the initiative of individual employees. Hence these actions can be impacted
by the individual employees’ time, engagement, and knowledge in the field.

The third use case consists of companies that do not have any formal processes in place and handle
the SPP related issues on a day-to-day basis. These companies often indirectly consider aspects of
SPP but do not have any formal processes stated for this and also use limited amount of methods
and tools to support the planning. The overall level of formality concerning the SPP process within
these companies is argued to be low. Hence these companies are totally dependent on individual
employees’ ability to take own initiatives and evaluated critical issues. At the end of the day, these
companies also work in some way or another with SPP since all companies have to decide what their
product portfolio should consist of. However, the decision meetings regarding the portfolio is not
stated and these issues might instead be treated at other meetings or in the office corridor.

It is of interest to see what characterizes the companies that are included in the different cases. The
most evident trend that the authors have identified is as the size of a company increases, as does the
formality of SPP processes. This seems logical since larger companies often need more structured
processes in order to be able to coordinate people, products, projects etc. An additional finding here
is that companies that are very customer driven have a lower degree of formality. These companies
have often answered that the customers almost decide how their product portfolio should look and
in this way the companies have argued that they do not necessarily have the need for extensive SPP
processes. The most common approach in this study is use case 2 where approximately 50 % of the
companies lie. The reason for this is that the most common approach is not totally clear from the
study. However, the authors believe that companies that fit under case two have in some way tried
to move from low formality to high. This has not resulted in many differences in how they actually
work with SPP on a daily basis since the work around the formal processes is still treated more ad-
hoc. These companies might not have realized the real benefit of SPP and how it can be used to
improve the performance of the company and therefore not have been able to take it one step
further.

It is difficult to state which approach is best suitable between the three use cases since the relation
between these three cases and SPP performance have not been fully straightened out. However, the
authors think that even if the correlation between the different cases and the performance would
exist it would be hard to draw any general recommendations since most companies are very
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different from each other. For instance, moving towards high formality can give one company a
necessary structure for how they should work with SPP and in that way help them to carry out
important tasks, yet for another company this movement can result in unnecessary formality and
bureaucracy.

6.4 Research limitations

One major question is how applicable the results in this study really are to other companies than the
ones that have been included in the study. In relation to this important issue is that the results are
not statistically certain. This was not the purpose of the study since it would have required a larger
sample size, as well as not being possible to have as comprehensive interviews that were used in this
study due to the time constraints. The aim was instead to give indications of how the targeted
companies work with SPP and which contextual factors influence the planning in order to give both
companies and academia guidance in SPP. For companies these indications can give ideas of how
other companies are working and also explain why other companies might conduct SPP differently.
For academia this study can give indications of what can be studied in the future regarding SPP, see
more about this in section 6.5. This also means that it should not be used in order to state how
companies work with SPP, even if the study gives trustworthy indications of how Nordic-based large
to medium sized industrial companies work with SPP today.

Another issue that is both connected to the result and method concerns that companies have mainly
been asked about their usage of formal processes. The use of a formal process does not necessary
mean that more activities are carried out. This can be seen as a limitation of the research and an
aspect that lower the value of the result from this thesis. However, the authors believe that it can be
much more complicated to investigate activities in a master’s thesis rather than asking about formal
processes. In order to investigate activities more time is needed at every company to find what
activities that are really carried out. To just ask about a specific activity can be perceived as more
unclear and the authors believe that more subjective answers might follow from such question.
Asking about which formal processes the company has in place makes it harder for the respondent to
build subjectivity into the answers.

6.5 Further research on strategic product planning

This master’s thesis has given academia new knowledge mainly in two new areas. Firstly, how the
organization of SPP can be carried out in companies. This is not described in theory today. The other
main area concerns the alignment between marketing and R&D where the literature today to some
extent fails to really described how this can be done at the level of SPP. In addition to these two
areas this master’s thesis has given a comparison of how much of the knowledge from the existing
literature regarding product portfolio evaluation that is used in Nordic-based large to medium sized
companies today. However, the field of SPP is broad and more research is needed and a discussion
regarding further research will be provided below.

First of all, portfolio evaluation is comprehensively covered today with different concepts such as
portfolio management, portfolio planning, and portfolio matrices with authors such as Cooper R.,
Patterson M., and Kahn K.

For the alighment of market demand and R&D capabilities literature also exist with authors as Ernst
H., Soll J.H., Griffin A., Hauser J. R., Wheelwright S. C., and Clark K. B. among many others. However,
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the literature regarding the alignment between marketing and R&D could be more focused on SPP,
i.e. the alighment between these functions in an earlier stage of the product generations process and
on a more strategic level than is often the case in the literature today. The literature today tends to
focus on this alignment in the product development process, but lack focus in the strategic planning
process. Also, the existing literature that have been studied tends to focus more on highlighting that
this issue is important, and argues around this, rather than covering more concrete actions and
different approaches of how companies can actually do this in different situations as well as pros and
cons with different alignment approaches.

However, the main area that is argued to not be covered in the literature today is what has been
referred to as the organization of the SPP process, which in this thesis covers more or less how the
planning is done, with the exception of the portfolio evaluation and alignment between marketing
and R&D. This means, as described earlier, process steps, process output, planning horizon, and
which functions that are included in the planning. These areas are not clear in today’s literature. The
authors of this thesis have in the literature review studied adjacent concepts and topics in these
cases, such as what planning horizon that can be used in strategic planning. In some cases, as for the
different process step in SPP the authors have not found any relevant literature to be studied.

The authors believe that companies can benefit from having literature that can give guidance
regarding how SPP can be done. It is of course impossible to find any right or wrong approaches since
companies have different needs. However, if it would be possible to map alternatives and
approaches, such as what different process steps can be as well as pros and cons with different
planning horizons, this is believed to have been useful for many companies.

Another important issue when building this theory will be to study how to measure the performance
of the SPP process. The authors have understood during the thesis that this is a difficult task and
needs to be exploited more. This is important since the performance can be a critical part when
evaluating different approaches to SPP and map the pros and cons with different ways of working.

Moreover, the authors have not found much literature regarding which contextual factors influence
SPP, how they influence SPP and why they influence SPP. Other contextual factors need to be studied
as well since not all of them could be included in this research. It is also important to map why these
contextual factors really influence the planning, and not only how this influences.

Finally, other industries and regions of the world need to be studied. This thesis only covers some
industries in the Nordic region. Even if different industries have been studied, the authors have
argued that they have quite similar characteristics if comparing with start-up companies or fast
moving IT-companies. This study mainly covers Swedish companies and it is possible that companies
from other parts of the world have totally different SPP processes.

The thesis is a first step towards building new theory that explains how SPP can work in companies
and which factors influence the planning. However, it has only given indications and therefore more
research is needed in order to more comprehensively map how SPP works in companies today. For
instance statistical investigations need to be done in order to be certain that the findings/indications
from this master’s thesis really are valid. Based on the above discussion the authors think that
academia needs to focus on four aspects in order to improve the literature on SPP:
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More research mainly on the organization of SPP but also on how alighment between
marketing and R&D can be done at the level of SPP.

Mapping of how the performance of the SPP process can be measured in order to be able to
conclude if different approaches work or not.

Investigation of more contextual factors that can influence the planning and also describe
how and why these contextual factors influence SPP.

Expand the research to include other industries and regions of the world as well in order to
fully map the situation.
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Appendix

Appendix 1: Contextual factors influencing strategic product planning
The chart below shows how the companies have responded and classified themselves in perspective
of seven different factors which are believed to influence the planning process.

50

=~ Product lifecycle

=== Time-to-market

=== Portfolio complexity

==¢=Product complexity
== Market pull/tech push

==@==Predict market demand

=== |ncremental or major upgrades
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Appendix 2: Interview template for semi-structured telephone interviews

Company Business unit Interviewee Interviewee's Answer
position representation

Industry and company characteristics influencing strategic product planning

This section aims at evaluating how contextual factors affect the strategic product planning in
companies. The aim is to map where your company is positioned in terms of these factors.

Approximately, what is the length of the lifecycle of your products (from launch to end of
production, including smaller face-lifts, excluding aftermarket and support)?

Approximately, what is the time-to-market for your products (from product development
project start to market launch, not including pre-research)?

Compared to other industry companies, how complex is your product portfolio in terms of
number of products and amount of shared components between products?

) 1 2 3 4 5 6
Very simple Very complex

Compared to other industry companies, how complex are your products in terms of product
technology and number of components?

. 1 2 3 4 5 6
Very simple Very complex

Do you regard your company as market pull oriented or technology push oriented?

1 2 3 4 5 6
Market pull Technology push

To what extent is it possible to predict the market demand in your industry five years from
now?

Low extent High extent

Q

Are your company’s new products mostly incremental upgrades or major upgrades?

l

1 2 3 4 5 6 .
Incremental Major
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Organization of the strategic product planning process

This section aims at mapping the strategic product planning process in your company.

Do you have a formal planning process? If yes, which steps are included and how frequent is

the process iterated?

Yes No Comment

What is the planning horizon of the process?

Q10

Which business function owns the planning process?

Q11 Which company functions are involved in the planning?

Q12 Does the process result in a visual plan? If yes, what is included in the plan? If no, what is the

output of the planning process?

Yes No Comment

Q13 How is the output from the planning process transferred to product realization and used by

different departments?

Alignment of business and marketing with technology and R&D functions

This section aims at identifying how business and market requirements are aligned with the
technology and R&D capabilities when planning for the products in your portfolio.

How does the planning team ensure that they have access to correct and enough

14
o information from marketing and R&D functions?

Do you use any IT tools (databases, excel charts, etc.) for information exchange between

marketing and R&D? If yes, which tools?

Yes No Comment
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What is the geographical distance between marketing and R&D functions?

. 1 2 3 4 5 6 .
Short distance Long distance

Product portfolio evaluation

This section aims at mapping how you evaluate and optimize your product portfolio.

According to what parameters do you make decisions about your product portfolio?

Do you evaluate products based on the potential of the single product or on the potential of

the product portfolio?

. 1 2 3 4 5 6 .
Single product Product portfolio

Do you have an explicit and established method for portfolio optimization?

Yes = No Do not know Comment

How do you ensure to maximize the commercial value of your product portfolio? E.g. what
type of methods or tools are used?

How do you ensure to find the right balance of different types (e.g. risk, time horizon) of
products in your portfolio? E.g. what type of methods or tools are used?

How do you evaluate the resource need for products in the portfolio? E.g. what type of
methods or tools are used?

How do you ensure that the portfolio is alighed with overall business strategy? E.g. what
type of methods or tools are used?

Planning performance

This section aims at mapping how you evaluate and perceive your planning performance.

Q24 How do you measure the results and the efficiency of your planning process?
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From one year to another, to what extent do you change your plans?

1 2 3 4 5 6 .
Low extent High extent

Q26 To what extent are products delivered in accordance with estimate launch dates?

1 2 3 4 5 6 )
Low extent High extent

To what extent are products delivered in accordance with estimated cost targets (e.g.

production, material and overhead costs)?

1 2 3 4 5 6 .
Low extent High extent

To what extent are development projects keeping given expenditure frame?

1 2 3 4 5 6 .
Low extent High extent

How would you rate your company’s performance in strategic product planning?

1 2 3 4 5 6
Very poor Very good
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Appendix 3: Correlation analysis in Minitab

Product complexi

Influence of product complexity

Variable
—a— Degree of change in plans
~ @~ Acouracy of estimated product laundh
& Acouracy of estimated produch cost
~dh— Acouracy of estimated project cost
P Perdeved performance in SPP
—if— Frequency of planning
—w— Panning horizon
wedenn Single product vs. produdt portfolio

6 ™ ¥ A & ¥
51 4 * * * o
34 & * * 4 "
24 v &k & + A &
1 2 3 4 5 6
Variable

Claesson & Lovenbdck

76




Claesson & Lovenbdck
77



