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Introduction

How do we combine and develop the right portfofipreducts satisfying the needs of our different
customers?
Marketing and Development Manager at a Danish foadufacturer

It is extremely important for us to involve our wosers and get their opinion on our newly develappcts
before deciding which of these will become paduwofproduct portfolio.
Development Manager at a supplier of ingredienfeod manufacturers

These statements originate from an on-going rekgaaject in the Danish food industry and revolveuad
the issue of how to put together the company priogaitfolio of newly developed products. The wogliof
these statements reveals the conviction that cestomvolved in new product development may have a
positive impact on product portfolio decisions. $hhe focus of this paper is how knowledge exchavitie
involved customers will influence criteria for paty together the company portfolio of new products.

In the food industry challenges framing productiadio criteria are several. One is fast changingsumer
trends having consequences for food-producing campaability to detect and act according to thése.
the wake of this another challenge is retailersiptpincreasing demands for fast renewal of acbkssew
food products. Relationships to retailer are alsnging due to expanding use of private label; amyn
instances making retail chains both customers antpetitors. Yet a challenge is increasing conswaner
customer awareness as well as legislation relatémbt hygiene and GMO; in some cases leading
companies to seek the help of experts (Ministrifadd 2003).

Standard marketing and strategy textbooks (sudlaser 2004; Thompson et al. 2005) discussing ptodu
portfolio management would recommend companiesiiid their product portfolio on the wishes and
demands of customers combined with sound managtrédéegic analysis, monitories of the developneent
the market and adjusted to the resources of thgpaoy In other words textbooks like these wouldoadve
and argue how companies must base the managemeirgbroduct portfolio on the ideas gathered
together with customers and users; align thosesitiethe technological resources of the company and
choose those ideas that fit the overall strategh@icompany (Tidd et al. 2005). However textbdikes
these seldom discuss how this can actually be dandiscuss implications, possibilities or limitais.
Rarely do the portfolio models presented addresgitbblem of which customer to involve in product
portfolio decisions; when to involve customers aoa this may affect the organisation of the product
development process and activities. Since theselnidd not take the relationship with an involved
customer into consideration we need to look elsesvrethe search to gain a greater knowledge orn isha
going on.

Applying an IMP-approach in discussing product foid decisions in the context of the Danish food
industry implies taking a closer look on at le&seé dimensions (Haakansson and Snehota 1995)jsOne
which customer is involved. The structure of theddndustry entail that the final consumer in ninstants
are not the direct customer of a company. Sevetatmediaries may stand between a company and the
consumer depending on whether the company is e iggaedient supplier or a manufacturer of food
products. Besides that a retail-outlet will in moases be the final link between food producing games
and the consumer market. Therefore the involvetbowsr in product development having an impact on
product portfolio decision may be a direct indtaustomer, a retailer as a final consumer. Asgco
dimension is the process and activities relatgulttng together the new product portfolio. Whichiaties
are actually forming the process for making thefptio decisions and how is the customer involvaétiitd
and final, which knowledge resources are exchabgédeen the involved customer and the company
generating a ground for using information and eatidun inputs from customers when putting together t
new product portfolio?



The purpose of this paper is to analyse and didoussledge resources exchanged; actors involved and
activities forming and developing new product palitf criteria taken into consideration by a focahpany.
The pivot point of the discussion is the knowletig@sformation process going on between a focapeom
and selected customers. The empirical basis fopdper is an on-going research project studyingumro
development activity in the Danish food industripeTpaper outline is: an introduction to the foaahpany,
the involved customers and the surrounding netwsektion two presents the knowledge transformation
process as the theoretical locus; the third sectimrterns methodological issues whereas section fou
unfolds the case description. Section five discaissse finding and section six finalise with codotg
remarks.

Forming new product evaluation criteria in a spicenetwork

This section will introduce Spice Inc. a mediumesiDanish supplier of spice blends and marinades fo
meat products and the focal actor of our anal@pce Inc. uses two different strategies when dpmed
new products for their various customers. One tetelop new products on customer requests. Egiain
well as potential customers approach Spice Indnggke company to develop recipes and blends for
industrialised production, based on customers’ motess detailed specification for new productsng
specifications may be quite precise giving a fiesinecipe for a prototype that only needs to beld@ed
into industrial production. Other specifications &#road and essentially an invitation for Spice toc
generate ideas and develop prototypes, in soms caser a specified theme — e.g. an Asian or Nordic
theme and taste. Another part of the product deveémt process at Spice Inc. is to develop their own
portfolio of spice blends and marinades offeredaous customers. This portfolio is related to sbhenmer
grill season. To prepare for a summer season timpaoy initiates a process of internally generaitiieas
for new products, developing a broad range of pypts, present those prototypes to selected immorta
customer and ask them to evaluate the prototypesedBon these customer evaluations Spice Inc. put
together a product portfolio of both existing amadvproducts for the coming grill season. This pridu
portfolio is later presented to all customers. fialgse and discuss the criteria that is used falueting
new product ideas and prototypes as well as tetsetd@ch newly developed products that become gfart
Spice Inc.’s product portfolio the following paraghs will present the company as a focal actorsipiee
network. The activities conducted and knowledgeueses utilized by Spice Inc. and other actorin t
process of criteria formulation are also introduced

Figure 1: Process for criteria formulation at Spibe.
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Figure 1 illustrates the primary activities in tthevelopment and evaluation of new product ide&pate
Inc. This process is organised by Spice Inc. ttatmknowledge input from customers. Ideas for new
products may either be generated internally indénxelopment department at Spice Inc. or be based on
customer specification. New ideas are screenedamé are chosen for further development into
prototypes. These prototypes are presented tausteroer and based on customers’ criteria they are



evaluated. If the process is initiated by custospecification then the process ends by the customer
choosing among these and incorporates those ingbefolio. If the process is internally driven@pice
Inc. customer evaluations serve as an input téilaécompaosition of the company’s product portfoli

Spice Inc. divides their customers into three gsolational retail chains, local private butcherss and
industrial customers, that is industrial produadreefined food products. For many years the main
customers have been local private butcher-stomshE last couple of years Spice Inc. has beeusfog
more and more on retailers and industrial custonidrgs the local butcher-stores are today maintyeske
through a distributor. The relationship to oneiteiastomer R.E.Tailer goes back almost 45 yeamvéver,
only recently this relationship has become clogbis has partly been due to R.E.Tailer’s introcutiof a
new convenience concept in their in-store butcheps and partly due to Spice Inc.’s new strate@nomm
for an alignment of the parties’ resources. Spice tloes not characterise the relationships ta @haish
retail chains as equally close. However, R.E.Taitdy produces a selection of convenience prodadtseir
in-store butcher shops. Other products that orégtera limited added value are produced by in@uistri
producers of food such as ScanMeat. When proddicmg.E.Tailer, ScanMeat is conditioned to use the
ingredients and spices provided by Spice Inc.

ScanMeat is another actor in the spice networkcandidered an important industrial customer by &mc.
ScanMeat uses Spice Inc.’s blends and marinadésdprown branded products sold to consumers tlroug
different retail outlets, among those R.E.Taild@reTelationship is rather young. It actually sthet based
on a request made by R.E.Tailer, asking ScanMaaddhe spice blends of Spice Inc. to a produafan
specific meat product. Since then collaboratiomveen ScanMeat and Spice Inc. has expanded anditie |
servicing of R.E.Tailer is now limited to a smalpart of their collaboration and mutual busineds Triad

of Spice Inc., ScanMeat and R.E.Tailer constithéerhain actors in this paper with Spice Inc. addhal
actor. Figure 2 pictures the spice network.

Figure 2: Spice Inc. as focal actor in the spicéwo
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The shift from servicing smaller local private thete-stores to focusing more on larger retailers and
industrial customers has had an influence on Spixés relationships to suppliers in line of newdanore
advanced demands for e.g. quality documentatioepikg qualities, descriptions of content etc.)., Bog
relationships to spice suppliers have also develapéerms of dependency related to product deveéor.
The Development Manager at Spice Inc. stafesWe have invested in product development, wiease
dependent on our suppliers today. We are to a higkint capable ourselves to access the qualiy tire
were earlier ofl. The Development Manager is referring to supglieir spices and marinades, on whom the
company has been less dependent after the comtzatgdsto develop and produce more advanced
marinades themselves. Today Spice Inc. themsepexsfyg the ingredients and produce from supplignss
making suppliers’ resource input to product develept activities much less. Relationships to supploé
packaging material and guts are mainly based ochpse of and on-ward sale of standard packaging
material to smaller customers.

Involving customers in evaluation of new products -a theoretical foundation

Using an IMP-approach for discussing criteria useavaluating and composing product portfolio data
the final portfolio to be a result of the interactibetween ranges of actors (Haakansson and Waelsisize
2002, Holmen et.al. 2005, Haakansson et.al. 1¥#)h of these actors will hold criteria reflectihgir
own situation and interests. Actors’ criteria figmm a history of routines and norms and therefore
customers’ criteria can only be but one complengnglement in this process. Through the use of afse
criteria the determination of actors’ product paolitis takes place in a network of related actoexHeactor
uses different sets of criteria when discussing pesduct development elements. Examples of criteria
discussed between actors in the Danish food ingastrtaste, appearance, packaging or price.dfaa n
product or prototype fails on one or a combinatburiteria it will be withdrawn. Related to actos® must
define who the actors are and how they are relatédt is to describe the bonds between them.i$lics
provide a basis for understanding the involvediggirexpectations of the potential benefits andtigfiicy of
the mutual interaction. Even though the focal comyfsexpectations and organisation of the evalaatio
new product ideas as a basis for combining thedyet portfolio, customers’ reasons for participgtin
this evaluation may be driven by quite another dgen

Related to the research focus of this paper theegirof activities will be focusing on evaluatichnew
product ideas. Selection among new product idebg T&dd et al. (2005) referred to as the stratelgicision
of, which signals to proceed with, developing adpict concept, matching needs and possibilities with
knowledge units and strategy. Such activities eelad the focal company’s internal combination okesv
product portfolio are directly linked to the inveld customers own development activities and some
coordination between the parties may very well o¢cindell 1991). This coordination may imply
investigating which knowledge units the involvedtmmers applies or builds on in a negotiation of
evaluation criteria. This negotiation may be dir@cindirect, tacit or openly as well as directed a
dominated by one of the parties or a potentiatithiarty. Therefore the organising of the activitiegserms
of evaluating new product ideas will play a roldhe information and knowledge exchange going on
between the focal company and the involved custemer

Even though the basic building blocks for a newdpid portfolio may be previous and existing produtie
analysis and discussion evolving around resourdébaewelated to use and transformation of knowlked
resources between the focal company and the indaustomers. In this discussion we draw on the
conceptual model of Nonaka and Konno (1998). Thidehdescribes a dynamic process of exchanging and
transforming tacit and explicit knowledge. The mddeised to analyse how a focal company creatds an
enhance their knowledge through interaction witkt@oners providing a basis for evaluating and combgin
their new product portfolio. Briefly introduced theodel — pictured in figure 3 — presents a knowdedg
transformation process with four phases:

1) Socializatiorwhere individuals are provided the opportunitghare tacit knowledge by being and

spending time together. Mutual empathy is an esddatindation for socialization.



2) Externalization- tacit knowledge are converted and made accedsibbthers through articulation
and dialogue.

3) Combination- the converted knowledge are integrated into momaplex sets of explicit knowledge
that is diffused and documented in the organisation

4) Internalizationwhen the new knowledge becomes tacit through makiegxplicit knowledge part
of daily actions and learning-by-doing.

Figure 3: The knowledge transformation process
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The knowledge exchange and process of transformatia@onceptualised in the Nonaka and Konno (1998)
model is in this paper considered essential whieea company is seeking to develop their knowlede
criteria used by important customers when evalgatgw product ideas. With the model we see that the
process of disseminating and internalising knowdefigm customers has an important influential eftec

the criteria used for composing a product portfolio

It is a two way interaction and often appears a# jearning or interactive learning, but here wepbasise,
that the model point to different ways of learnfrmm a customer. When the supplier and customeardspe
time in visits and meetings the supplier learnsualiee final customers through the experiencesesgead
by the customer. At different occasions the idewbaiteria are expressed more directly. When nenslyrct
ideas and prototypes are presented in discussiargaper or as prototypes the knowledge becomes mor
explicit. The knowledge is externalised. The exaéred knowledge from the meetings between indiaisiu
representing customers, suppliers and others caarnmied according to experiences with other saoat
related to the product idea or criteria. The indliXls can either imaging or act in related situretias
production, cleaning, logistics etc. situationsthis sense knowledge is combined in combinatiacgsses.
From the different situations individuals partidipan they will learn different things depending their
intentions and situational context. The knowledgedmes internalized.

In the following paragraphs this quite dogmatic asthe knowledge transformation process will be
integrated in an activity, actor and resource pEatye from the IMP tradition.



Methodological considerations

Case studies are considered valuable for investgydinamic or complex conditions in organisational
settings (e.g. Yin 2003). This qualitative methedvides the opportunity to explore and gain insighitthe
process of transforming criteria for evaluating anchbining the product portfolio of a focal company
collaboration with selected customers. This mehaswe use the case study as point of departure for
describing the activities organised and coordinbttdieen a triad of actors and thus analysing thew t
interaction influence the transformation of knowgedelated to putting together product portfolidsing a
triad in the case analysis provide a basis forudising not only the interaction between the fooahgany
and the individual customers but also the implaaiderived from the interaction between the two
customers on the focal company. The case studystsmd one period related to the seasonal product
development process at the focal company Spicethnes following the company from generating id&as
new products to the final composition of the newduct portfolio.

The empirical basis of the paper is data from agoorg research project of customer involvementrodpct
development in the Danish food industry. Data heenlcollected through interviews and participant
observation in a medium-sized supplier and manufacof ingredients to food products as well amia
selected customers involved in the company’s prodereelopment and playing a central part in devietpp
and combining the product portfolio of the focahrqmany. Observations on meetings between the bigsines
actors have been completed focusing on links, bandgies with a special focus on knowledge int&ac
Semi-structured interviews have been conducted evieiny personnel directly participating on these
meetings. Several informants have been intervidvatld before and after meetings. Interviews haveded
on clarifying the criteria considered related te #valuation and composition of company’s product
portfolio.

The following paragraphs describe the process ige3pc. of developing new products for their politf is
in more details (as pictured in figure 1) as welpaesent the companies in the triad and the oekstips
between them. The focus will naturally be centradh® activities and resources connected to deigop
new products. Activities related to inviting sekstiand important customers to evaluate the newuptod
ideas are presented. These activities are provitimground for Spice Inc. to put together thedrdorct
portfolio for the up-coming grill season. The preeés described to provide a detailed picture @f tiee
selected customers’ knowledge and evaluation @itge potentially influencing the criteria for pog
together the final portfolio.

Case description

The development of new seasonal products at Spicdegins almost a year before the grill seastierev
the products are introduced to end-consumers.rékitively long time horizon is not only due to thetual
development and production of new spice blendsnaawihades. In the internal process of development
activities Spice Inc. also has to take into corrsitien the sequential development process goinaf on
customers. Depending on the position of their qusts in the delivery chain Spice Inc. has to atfieir
new products in due time for the customer to prefiaeir offering of new products to their customers
Firstly, Spice Inc. presents their prototypes of peoducts to the industrial customer ScanMeaheesi
Spice Inc.’s products work as an input for ideaggation at this customer that as well has to pesfiagir
own product portfolio to present to their custom&mscondly Spice Inc. presents their prototypdhdaetail
customer R.E.Tailer.

Idea generation

Returning to the development preparation at Spicethe first internal activity is carried out ket
marketing assistant drawing up a line of current @ming food trends in a report. The report réflec
overall food trends — e.g. a trend of a greateugamn the local kitchen that is a focus on Tosdastead of
on the ltalian kitchen in general; new flavour tigfin spices and tastes; or textures that is aliéw spin
the development in food trends the coming seasoa tfEnd report is the vantage point of a discussioa
following internal idea-generation-meeting led hg Development Manager. Participants at this mgetia
development employees and a newly hired employéeeiguality department. The discussion and



generation of ideas for new products are centretth@trend-report supplemented with the participamtn
expectations of coming food trends related to cowess, based on their personal experiences and
observations from fairs, trade-shows, magazinesfetather vital issue in the discussion is the tixgs
product portfolio at Spice Inc. Often the partigiaare referring to what is missing or what isinotuded
in the current product portfolio.

At the meeting every new idea coming up is writieectly into at power point presentation so wisible
to all participants. Even though the discussioth@tmeeting is centred on criteria concerning cgmin
flavour as well as more general trends the ideamgion process are directly link to the three pmd
categories in the existing company portfolio — ikaharinades, spice blends and special blends for
flavouring sausages. Every category are discussgdedated to potential trends as a basis for gdimer
new product ideas. At the meeting any idea reladexther potential product categories are howelger a
listed. Even though the internal meeting is mafolygenerating ideas for new products in a creative
discussion several upcoming ideas are argued empally create production-related problems. Suleas
are not listed. Additional ideas are evaluatedsorde are coincide rejected because of their siityikar
existing products in the company portfolio. Otldads are listed because they are evaluated agia goo
supplement to existing products.

Selection criteria for prototyping

The decision of which new ideas to prototype artenmade at the meeting, instead the Development
Manager and the Development Assistant meet a cafiglays later to evaluate the generated ideas; The
make a first selection of new ideas to prototypédasically going through every potential new prdduc
the list from the idea generation meeting. Thectigle criteria are not explicitly formulated andaditly
discussed. However the discussion between the éwelopment employees is centred around two main
criteria. One criterion is whether the potentialvr@roduct is related to the selected overall théoné¢his
years grilling season. If it is, the product i¢dis to be prototyped. Another criterion is whettmer new
product idea will supplement the existing produmttiplio or not, essentially whether the compang ba
not has a similar product. If the product doesenagt in the portfolio and the development manager
‘believes in it’ it is listed to be prototyped. Hewer if the development manager does ‘not belisva new
idea, it is dismissed. Thus the decisions on whial ideas to prototype is based on consideratigased to
the internal composition of the company productfptio and to considerations related to the marigeti
theme the products are to belong to. At the erttlisfmeeting the ideas considered worth develojpitty
prototypes are prioritized.

Involving customers - ScanMeat

As prototyping is finalising industrial customerg &tarting to stir. Their process of generatirgpgland
putting together a portfolio of new products ar¢he start-up phase. One industrial customer is/eat
who uses Spice Inc.’s products for seasoning omaiing e.g. convenience or gourmet meat prodwdts s
to consumers through retail chains as well asadywtion of private label meat products. Even ttnoting
two parties have an on-going relationships charisete by continuous collaboration for new products
customary that ScanMeat sends out an addressepéutinvitation to several selected suppliers afesp
blends and marinates among those Spice Inc. Tht@tiown is send by e-mail and address the wish of
developing a list of new product ideas into indadiged products. ScanMeat thus invites not onlig&mc.
but also other suppliers to present matured prpéstypased on the customer’s specification as well a
supplement their presentation with the suppliera @eas. This season ScanMeat has generated the
specification and ideas in collaboration with afpssional chef with an expertise in Asian cooking.

Even though the sender of the invitation to contelio the customer’s product development is ScathMe
is Spice Inc. that invites ScanMeat to a joint depment meeting. At the meeting the specified nevdpct
ideas of ScanMeat and ideas derived by Spice teqr@pared as prototypes; tasted and evaluatdteby
participants from the development departments tf bompanies. One of the owners of Spice Inc.
participate as well both because ScanMeat aredenmesl an important customer and because he ptefers
join in when new products are introduces and disetiso maintain a feeling of the market. Spice dtc.



however not prototype every specified idea butctetese ideas that are in the reach of their telcigical
resources as well as ideas where the developmaibgees assess that they can create some addedalu
the industrialised product.

ScanMeat’s criteria for evaluating new product mtypes

At ScanMeat the selection of which new productisdcome part of the company’s product portfoliodsdu
on two steps. Firstly the product development depamt put together a broad variation of new prosluct
selected from 3-5 different spice and marinade kempsecondly this rough selection of new produsts
presented to the sales department that takesntledécision on which products to become part ef th
product portfolio. When combining a selection oinaroducts to be presented to the sales people the
development department’s primary criteria for sédecis appearance and taste of the new produnesi
these are considered important purchase and régmeriteria for consumers. However whether the ne
product is compatible with the production procesgeScanMeat is also an essential selection aiteri
Moreover keeping qualities and absence of aromaiaelare considered important criteria; wherésases
such as hygiene and bacteriology are considereshgBefore presenting new products to the sales
department, development staff therefore conduéfisredit tests to ensure that a new product willntzein

its appearance until a given expiry date as weilvasup to hygienic and bacteriologic criteriafiaal
criterion for prototypes selected to be presentdtie sales department is novelty value. ScanMeat
development staff regard it part of their missiordévelop the open-mindedness of sales represergati
regarding taste. By presenting prototypes that éx@gect sales representatives to reject they pateisales
representatives will be more open to other ideasjb® not this season but maybe for seasons to comes

When the first broader sample of new productsesgmted to sales representatives, price is anatiaiu
criterion in line with appearance and taste. Irtipgttogether the final product portfolio for theraing grill
season variations in taste, colour and the cutitigare also considered. ScanMeat’s customersenaat
and internaional retailers — do not play an aatble in the composition of the company’s produatiadio.
When the sales department have selected amongdteqts presented by development the products are
later presented to retail customers. Some produetsffered trough out the season, others are ezt
groups as part of seasonal campaigns. The reasbalngd this is mainly to be found in practical
consideration related to ScanMeats production. Hewit is also part of a marketing related strategige
able to present new products during the entireaseas

Criteria discussed during evaluation meeting betw8pice Inc. and ScanMeat

The main joint activity at the meeting between 8pitc. and ScanMeat is tasting and evaluating the
appearance of the prototyped products. At the Inéginof the meeting the appearance of the raw seaso
meat are discussed however the development addistanScanMeat soon says$ow | have seen this, let's
focus on the taste. If the taste is right, therk also be plenty of opportunities to correct appaaes.Thus
the taste is a highly appraised criterion and thhoout the meeting the taste is very much the egyaimt of
discussion. Spice Inc. often ask the ScanMeat dpusdnt representatives on their opinion on the tafst
the product — whether they consider any adjustmsgtessary e.g. spicier, more salty, less strangist

well ScanMeat is asked by Spice Inc. to evaluaeafipearance of the prepared meat. During the
discussions the ScanMeat development represerga@s/eell as the Development Manager from Spice Inc
take notes on every prototype. The developmenbresple from ScanMeat uses these notes for
remembering the distinctive feature of the protesso she has a tool for deciding which prototypes
choose. The development manager from Spice Inthe@nther hand uses the notes for making decision o
how to adjust prototypes for further development.

When presenting every prototype Spice Inc. makesffant to express the reasoning for choosing the
product idea. Thus the development manager oftertioms behaviour and expectations of consumers to
emphasize and make a point of the taste discussion:

Spice Inc ownertt’'s heavy... But don't people also hold a tendetacgnjoy the spicy stuff?
ScanMeat Development ResponsitMes



Spice Inc ownerThere are lots and lots of chili on the marketpsople have gotten used to
things really tasting of it. If it doesn’t they i we just wrote chili to sell it.

Spice Inc Development Managébelieve that people not necessarily associateiddewxith
something spicy. | mean, when you buy Mexican yoactan choose mild or medium or hot,
right?

ScanMeat Development Responsibiéell yes, it's true...

Spice Inc Development ManagerThen it's not necessarily spicy. But if you sag thichili-
seasoned, then people know it is spicy and thgndhe leave it if they don’t fancy that. But
Mexico is not bring exactly the same associatiopdoples’ mind that it's spicy.

During his argumentation for a prototype the Depglent manager from Spice Inc. also refers to the
preferences and actions of retail customers. Whegtailers are also using these products are asedh
argument for acceptance on the market:

Spice Inc Development Manag&o we have captured the taste of Mexico in thismade called
Mexico. And if you look at it... so this is a proauvell UP Retailing use it, R.E.Tailer uses itaas
spiceblend. So there is actually an acceptanchisfaroduct in terms of taste in the to big retail
chains, so...

This way of selling in to the development employaeScanMeat is a conscious and deliberate strasesgy
stated by the Development Manager from Spice [fge result is, one could say, out of our handsha t
time. We can do our best to influence the opinibthe ScanMeat development staff... so they betiave
products to be so good, that their will presentnthis their sales department. When they approaci the
sales department, we a little stranded... we aneeddent on how well we presented our products &o th
development staff so they have the best toolsridrd selling them on to them. So when... we angious
about making these presentations to provide tihm development staffjith some arguments that they
might use as arguments to their sales represeetight...

Involving customers — R.E.Tailer

An essential characteristic of the relationshighviRtE. Tailer is that Spice Inc. is single supptiEmarinade
and spice blends to every in-store butcher in étalrchain. This is special because R.E.Tailénesonly
retail customer in Spice Inc.’s customer portfalie company is single supplier to. As well it is thot the
general supplier policy at R.E.Tailer to hold senguppliers. The main reasons for R.E.Tailer t@pkegice
Inc. as a single supplier is that this companyi&aoin has proven to be competitive on their prened that
they are open for continuous negotiations on pri€chis is supplemented with reflection by the pasihg
manager that the cost of coordination requiremimtsaving multiple suppliers would exceed the ptitd
gains. Besides, Spice Inc. takes on a great desdrofces. Spice Inc. consent this position andesit since
they conceive R.E.Tailer as a prominent partnen ait innovative lead on the market.

The introduction of new products in the retail chigi not only related to the grill season. Therefire two
partners meet regularly to evaluate prototypepédential new products to be introduced in thetores
butcher shops in R.E.Tailer. When the retail PustitaManager begins to plan for the coming gridsmn
the partners informally agree to meet to discuskeaaluate potential new products based on ideas
generated by Spice Inc. and ideas generated dyutohasing Manager.

R.E.Tailer's criteria for evaluating new productgiotypes

At R.E.Tailer the Purchasing Manager responsihi¢He in-store butcher shops posses a multipletifmmc
He plans and decides new product introductions esalecisions on the composition of the product
portfolio, trains and coaches employees at thedredutcher shops as well as prepare for markefimgw
and existing products. When evaluating and selg@imong new product ideas several criteria are
important. Firstly his personal experience as &hmrtin R.E.Tailer’s in-store butcher shops prosibden

with a feeling of what might be a successful neadpct. It is all about havinghat unexplainable sense and
gut feeling; he states. Secondly, the refinement or produgiionesses at the in-store butcher shops are
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critical. It is important that a new product isately easy to produce and do not demand allatha# at the
shop. History determines that complicated new petedwill not be prioritized. To be a success a new
product has to be easy to produce. Third, the appea of a new product is important in the senatigh
provides an eye-catching effect on consumers. R@untl closely related to the appearance is the thshe
products. Since many of the products produced éyritstore butchers are convenience products it is
considered important that consumers have a googfiexge with the product — to they keep coming back
Price is a fifth issue since it according to theddasing Manager influence the consumer purchasing
situation. Summing up the criteria taken into cdaesition is the purchasing manager personal hum¢h a
experience, considerations on the internal prodaati refinement process at the retail chain’stames
butcher shop and finally consumer buying behaviburally hygienic and bacteriologic issues are an o
going concern and the retail chain has their oworatory for continuous monitoring of new and drigt
products.

To decide on the composition of the product paidfof the in-store butcher shops statistics onssplays a
great importance as well. Sales of existing praglact evaluated on an on-going basis and the saphe a

for newly launched products. When deciding on wieelaunch new products the Purchasing Manager also
takes seasons and religious festivals into coresider, since these have an influence on the typepane of
meat products consumers are buying.

Criteria discussed during evaluation meeting betw8pice Inc. and R.E.Tailer

The meeting between R.E.Tailer and Spice Inc. baeacterised by the instant decision making donghéy
Purchasing Manager from R.E.Tailer. At the meetiaglecides product for product which he will lauirth
the retail chains in-store butcher shops and wHerinformally leads the meeting held at Spice kc.’
development kitchen where the participating pagrethe Development Manager, Development Assistant
and one of the owners of Spice Inc. as well astrehasing Manager from R.E.Tailer and his asdistan
taste and evaluate every prototype of potential p@aucts. Three different categories of new prislace
evaluated. Firstly, several of the prototypes eat&ld are products that have been improved ongaxste
they where evaluated on previous meetings. Whetatliie of these products is approved or it is éetid
how to adjust them the Purchasing Manager decigégaordinates the timing of the ensuing produgtion
marketing and launch activities at the receptiveigm Secondly, new product ideas that are predeas
prototypes for the first time at the meeting araleated by the Purchasing Manager and his Assistant
several criteria. These are not stated or discudisectly by e.g. the Spice Inc. Development Mamage
asking the customer for evaluation on certain géatbut occur continuously and repeated duringniiéual
discussion going on. Every time a new prototypassed the appearance and taste is commented @n &h
prototype is accepted or it is decided to be adgutite Purchasing Manager takes note as well as the
Development Assistant from Spice Inc. Whether drannew product are accepted depends on criteria
related to sales statistics on existing and fononeducts; whether is will cause potential problemthe
production or refinement process at the in-stotet®r shops; the potential revenue and whethsr it i
consistent with the R.E.Tailer convenience concEp. discussion of these criteria is informal beryv
direct with an almost harsh tone. The new produatiopypes in these first two categories are maialyed
on ideas generated at R.E.Tailer or in joint cafaltion with Spice Inc. The third new product catggy
discussed at the meeting is based on ideas dedebypBpice Inc. Some of these products are rejénted
R.E.Tailer on their appearance, even before theyamted. When the Development Manager refers to
industrial customers using these products the Rgmb Manager rejects them with reference to hisqral
preference:

R.E.Tailer Purchasing Managé&kiell, what we can tell is, it's our barbeque madea this year,
they are totally flopped, right? It only works fepareribs. That is what we must learn; it works for
nothing else, only for spareribs.

Spice Inc. Development Managéihis is actually a... but actually it was differentthe

beginning...

R.E.Tailer Purchasing Manag#&ktell, | still won't eat it. You don’t have to sélto me.

Spice Inc Development Managédihen we have taken our Mexican blend and...
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R.E.Tailer Purchasing Managé&ktell, but we can'’t sell this!

Spice Inc Development Managé¥o, but... we actually had a product that was taésk and
much prettier (...) Then we have developed it in®canMeat product.

R.E.Tailer Purchasing Manag&ontinue with them...

Spice Inc Development Managé&xactly. What they wanted was...

R.E.Tailer Purchasing Manag&ontinue with them, continue with ScanMeat, that'eally good
idea.

Related to the rejection of most of the presentetbpypes based on ideas generated by Spice fec., t
Development Manager conclud&¥ell that is... it's always annoying to present nmaaducts that you have
worked on for quite some time (...) and then {Relg. Tailer)say that it's all crap. That they can’t use any of
it. Well but eh, but | have kind of learned, th& not necessarily a measure of their opinion,.ahmight

be their opinion today (...) and then when we fgtresent them, some of these products, thendtisadly
suddenly good. It is because they want their owasd...) | believe that it's more about hitime R.E.Tailer
Purchasing Managefgeling that he is not a part of this... when wealep these products, and that is why
he doesn’t think it's good (...) But | bear a greespect for him having a meaning about thingshBathan
having no opinior{red: like other retail customers).

Criteria for composing the Spice Inc. product paotio

The final product portfolio at Spice Inc. consistdoth customized products developed and prodooed
requests as well as of Spice Inc.’s own spice ldemdl marinades sold to various customers. This
composition reflects that some customers prefspazify and develop their own blends and marinades
collaboration with Spice Inc. while other customglace more weight on issues concerning price and
delivery and prefer to choose among fully developextiucts. Yet other customers go for a combination
these approaches. When developing potential pymstfor their ‘own’ portfolio, Spice Inc. takes
customers’ evaluations into consideration and hsertformation gathered at the described meetmgs t
adjust taste and appearance of new products. Hoywaaxeeral internal discussions are succeeding
customers’ evaluation before deciding which newdpmts to incorporate in the portfolio.

Parallel to fine-tuning the taste and appearangearfucts several criteria are internally discussedi used
for composing the actually portfolio. One is a wishrenewal. E.g. a total product category isaept by a
new one, whereas on-going categories are supplechernth new variants. Secondly the criteria of
marketing related thematizing considered in therimegg is maintained. A third and final criteriatfe
professional gut feeling and sense of the marlkstdhstomers’ evaluation has brought about. Asdtay
the Development Managéwe hear, sense and feelhd through this a final decision emerge.

Case discussion - knowledge interaction, resourcetérfaces and on-going exchange activities

In the case presented the final product portfdiithe focal company Spice Inc. is a result of titeriaction
between the involved actors. Each of them witredatreflecting their concurrent situation, intésess well
as tacit knowledge and resources. The actorsrieritise from a history of routines and norms dretefore
customers’ criteria can only be a complementingelat in this process. At the development meetings
presented in the case the essential activitieses@round the knowledge exchange, knowledge oitera
and knowledge development between the involvedsdio many ways the unfolding dialogue at these
meetings are closely related to the concrete idedgprototypes of new products to be potentialisoouced
on the consumer market. However the knowledge exgghand knowledge interaction evolving around the
new product ideas and prototypes are based onahtf&nowledge resources that come to life through
knowledge processes as explained by Nonaka anddK@®98). Through these knowledge processes
similarities occurs mainly as internalisation andialisation. Similar knowledge resources or knalgke
types can be regarded in the case, as descrilted following section. On the other hand dissinitiles
occur as well in the knowledge processes. The iitidal persons’ ideas, interests and experiencHeretit
business problems in the different organisatiomslired, different contexts etc. are reasons behind
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externalisations and combinations illustratingetént knowledge resources and types. Some of these
similarities and dissimilarities are illustratedtive case.

First of all, all three actors use technical knalge related to the raw product as a legitimateaitfor
discussing the value of a product idea or protat@péce Inc. uses technical knowledge on raw prisduc
related to e.g. qualities of different spices araldomposition and texture of marinades whereashbeat
and R.E.Tailer draws on knowledge related to cgffikimeat qualities, cuttings and refinement. Tezdini
knowledge is however also linked to the differestbas’ production facilities and production process
Knowledge of how these resources may facilitateinder the potentiality of a new product’s introtlan is
used as legitimised input in the discussion ajdhre development meetings. At both meetings tecdini
knowledge is used as an evaluation criterion faidieg whether a new product has a potential aodlsh
go into the final development phase. Through exiézation and combination the different actors’
knowledge becomes explicit, and participants ‘learhegitimate with technical evidence. Through
internalisation and socialisation technical knowledecomes ‘obvious’ as argumentations of the pomos
for the development of a product. The meeting peagsucial role in al four parts of the knowledgeqess.

A second resource used as a basic criterion is letm® of consumers, their behaviours and prefesence
Since consumers are the final users of the newugtedieveloped by the triad partners, informatioth a
discussions of consumers are used as legitimatenants in dialogues of the potentiality of a neadorct
idea. Even though the participating actors havieidint access to knowledge of this type, the relegaf
the criterion seems obvious to everyone.

Thirdly, relationships to third parties are usedassource in the knowledge interaction and neslypst
discussion. Relationships are used as means @ihtezition e.g. when Spice Inc. refer to what other
partners do or don'’t do.

Forth and final, in presented case taste is pezddiy all involved actors as a decisive criteridrew
deciding whether a new product idea or prototygde tse developed and introduced on the consumekenar
This perception is related to a conviction of how taste of food products is but one importantpatar for
consumers to repeat their purchase. Again, thexesisong mutual perception of this as an importgre of
knowledge resource. However the problem with testieat it is perceived as linked to personal pexiees,
which are difficult to articulate in wording. Addinally it is perceived to be even more difficudt t
comprehend another individual's preferences iretagierefore developing new food products and degid
which one to introduce and launch on the consunsgket is not a straight forward organisational tsiske
the criteria for making this decision is closeliated to the intangible issue of taste. Insteadittters in the
case emphasises the personal gut feeling or séttseirdbusiness as an overall criterion when dagid
which new product ideas to go for.

Tabel 1 presents examples of the knowledge tramsfiion process in the described case. It is impotta
stress that these are only examples, and thaiffeesdt phases or elements in the process ndbdre
viewed as linear and successive. Indeed knowladgsformation processes is continuous and evolves
simultaneously internally and externally to evangge actor in the case.

Tabel 1: Knowledge transformation process in conmgjispice Inc.’s product portfolio

In the case of Spice Inc. the development meetitjsR.E.Tailer and
ScanMeat respectively are organisations for saeititin. At the meetings
the individual actor are dialoguing, trying to unstand and share the
Socialization experiences and tacit knowledge of the other ppdiing individual actors
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Externalization

Through the interaction and dialogue at the devetpmeetings the tacit
criteria presented by each individual actor arie@dldted to make them more
explicit. When the Development Manager from Spite Is asking
ScanMeat development representative to expressapi@ion and
evaluation of each tasted product, the actorsiategiiing to translate tacit
knowledge into explicit knowledge. Through out theeting the discussed
criteria are challenged. Some are preserved othaysbe changed.

Com_bination

When putting together the Spice Inc. product ptidfd@ he now explicit
knowledge collated at the development meetingsliffiesed internally in
the Spice Inc. organisation. The knowledge is piat use and the
customers’ evaluations and criteria may be mettbgrccriteria of e.g.
production optimization, prices or the like.

- ~

< ==

Internalization

New procedures are learned and the explicit knogdesde incorporated
internally at Spice Inc. as well as in the relasioip with ScanMeat and
R.E.Tailer.

Procedures are institutionalised and opportunitiesdelineated.

Knowing what resources to draw on is a result cdgone knowledge exchange and knowledge interaction
or to use the conceptualisation of Nonaka and Kq@@88) through previous internalisation and
socialisation. When employing different knowledgeaurces the actors are arguing to legitimise their
evaluation criteria in the ongoing externalisatidhey are thus developing or even changing théera

and existing knowledge through the inputs receixadexternalisation and combination. Therefore the
ongoing process of knowledge transformation in tloghrelationship between ScanMeat and Spice ht. a
R.E.Tailer and Spice Inc. bear some similaritieswelver, there are several differences in how kndgde
resources are put into use. Thus, the combinafitnavledge the meetings created, developed afidadti

in different ways by the actors as well as thewatalifferent effects on the focal company’s ciédor
putting together their portfolio of new products dbtain a deepened understanding of these differen
effects and the knowledge or resource interactibatscreates those effects we have looked into the
knowledge exchange and transformation going on.

14



To Spice Inc. the development meeting with eadh®ftwo customers are perceived as input to the
company’s final decision on which new productsntorporate in their product portfolio. In the comdttion
of Spice Inc.’s technical knowledge with that odithcustomers’, it becomes possible to foresee and
eliminate potential technical problems of the neadocts. Problems which may be an issue to other
customers as well. And as stated in the introdoaticthis paper the development manager from Spice
considers the opinion of customers an importantting this decision. Thus each joint developmengtmg
is a mean for facilitating a process of externdimathrough dialoguing on the more tacit knowledge
customers’ preference of e.g. taste and appeacdmeav product prototypes. The information gainetha
joint development meetings are diffused and utilizgernally in the following development of protpes
into final products and in this sense the new keolge is internalised in the new products becomipara
of Spice Inc.’s product portfolio. However the efférom the varying knowledge interactions with the
different customers plays rather distinct rolethiminternalisation.

To R.E.Tailer development meetings with Spice &re.considered an important aspect of their onegoin
relationship. Because the perceived purpose afeting is multiple, the different actors extersalguite
differently. One specific purpose is the actualalepment of new ideas as well as making the detisim
which new products are to be introduced and whinteShese decisions are made directly and exXplioyt
the R.E.Tailer Purchasing Manager during the mge3jpice Inc. are provided with the opportunity to
combine and integrate this information into thaternal product development process and organisakite
meetings thus give the participants different kremgle input to bring home to their own organisations
combine with other knowledge resources.

One essential distinction between the developmertasses at R.E.Tailer and ScanMeat is timing. All
though ScanMeat continuously develops new induistriprivate label products to their customers the
development of their own brand is more disperserataded to selected seasons and religious festival
whereas R.E.Tailer work with a continuous and new@nly distribution of new product introduction$ub
the presented development meeting between SpicadcR.E.Tailer are to a higher degree charaettris
by the parties’ on-going interaction and joint depenent activities. To R.E.Tailer a second purpafsthe
joint meeting is facilitation of the on-going mutuaordination of development and business exchange
activities between the parties. First of all tisévealed in the discussion and information exghan
concerning unresolved issues in on-going developmrejects, practical business exchange mattensels
as affairs concerning third parties, who are joitaborative partners. This is activities whiclhnfis part of
an internalisation and socialisation process. Magethe presentation and discussion of Spice Imeig
product ideas are lend much less time and devbidhe R.E.Tailer representative compare with the
commitment and enthusiasm unfolded when discughgigown or joint new product ideas. This could be
interpreted as R.E.Tailer viewing Spice Inc. asss limportant or skilled development partner. Hawev
this is not exactly the case. As a third purposthefmeeting R.E.Tailer discern the continuously
enhancement of the collaboration and coordinatkdis ©f Spice Inc. R.E.Tailer thus appreciatescgdnc.
as a very skilled and knowledgeable, but also vigpise Inc. as a partner whom they have to assist i
improving their competencies as a development partn other words R.E.Tailer perceives Spice lode
a development partner that still hasn’t reachet fleential.

The case illustrates several examples of the wanbomation occurs in the knowledge process. At the
development meeting R.E.Tailer not only exploitcegnc.’s technical developmental knowledge and
resources but also request for the additional sesvand resources that is a part of their on-going
relationship. E.g. Spice Inc. makes standard redip&.E.Tailer’s in-store butcher shops and preduc
customized packaging and labelling for all existasgwell as new spice blends and marinades. Inertaine
changes and improvements concerning these issei@dsardiscussed at the development meeting. When
Spice Inc. on the other hand draws on their ratatiknowledge on third parties’ preferences R.HeFaire
dismissive. These activities are becoming the seefis in the knowledge process: Internalisation and
socialisation.
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In the relationship with ScanMeat Spice Inc. ha@dsfferent position as a development partner. fhost
Spice Inc. is not single supplier to ScanMeat. Enitils ScanMeat to search for developmental ifrput
other suppliers as well. To ScanMeat the primampgse of the meeting is to draw on the technical
knowledge and resources of Spice Inc. to develepideas into industrilizable products. A secondpose
is to use Spice Inc. as a source for new ideaggeas an input to ScanMeats product portfoliotifier
coming grill season. The main discussion and kndgdeexchange at the meeting is therefore related to
evaluating the different prototypes of new proddes. The knowledge exchange between these dotsrs
centres the prototypes presented. Drawing on feesonal experience and technical product knowl#uge
partners join in a mutual discussion on each pyptmtDuring these discussions Spice Inc. ofterfask
detailed information on the customer’s opinion @ taste, appearance and potential of the protofyps
externalized knowledge is later used for eithemiising the product or integrated and internalisetie
further development of the prototype into a prodacorporated as part of the suppliers portfolidiadv to
discuss prototypes Spice Inc. employ their relai@md market knowledge to externalise their kndgéeof
retail customer and consumer preferences. Natutally dialoguing is a mean to persuade ScanMédaftyto
their products. Still this information becomes #aale to ScanMeat. This is also an illustratiorhef
different positions held by actors in the procd$sough the externalisation actors may become awfare
new actors or perceive a lack of knowledge whiahidd¢ead to the involvement of new actors in the
knowledge process. New actors in the process cagexternalisations and possible combinationsghvhi
could be a step forward to developing new critarid dimensions of criteria.

Concluding remarks and implications

As depicted in figure 1 Spice Inc.’s final prodpetrtfolio is composed of both standard and custethiz
spice blends and marinades. When deciding whichstemdardised products to incorporate in the pliotfo
the company values the opinion and input from seteonportant customers and internalise this kndgde
into the final development of new products. Thecpss of knowledge exchange and transformation ptbce
quite alike, but the content and impact may beaxdtarised as rather different

The case gives insight in the way users and custooa® be involved in forming criteria and futureguct
portfolios. Through knowledge processes in meetititgeugh their activities and resources the seppli
customers and other involved externalise, comliirternalise and socialise. An important implicatafn
these processes is how the actors obtain capaioilipderstand each other deeply. The case iltesttaow
they can learn to put them selves in someone abe@ss. Or as expressed by Nonaka and Konno (1998)
they learn to emphasize and sympathize. They leannthe customer and the customer’s customer think
and act. Not necessarily explicit, but, throughittternalisation and socialisation they get tanib\wledge to
put themselves in someone else’s shoes — e.gustencer. In this process the criteria to judge Whic
products and product portfolios to choose havendaecy to become identical. All the participantswrthe
important criteria and other aspects do not colinis supports an effective and mutual communication
the meetings and the following activities in thBatent organisations. The institutionalisation @hbccurs
leads to a certain way of thinking and handlinganners interests. The way of emphasizing with dotaer
may become rigid and difficult to change. It clotes network and problem area. Development can be
restricted from good commercial ideas. If this &r@ng tendency it can lead to negative lock-fes.

New externalisations comes from new practices,gpetlsdeas, new combinations e.g. between thesaator
the meetings. But, new input to product developnaeit product portfolios also come from the
externalisations of new actors. If involving newas, new or other actors is to be possible it pomant

that the knowledge process is suitable to causewss of externalisation and combination. The pseps
not to find the right institution for deciding prnact portfolios, but, to keep looking for new extalisations
and combinations, which could lead to productdditure customers.
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