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Tiivistelmä 
  
Työn tarkoituksena on tutkia yrityksen tuotekehitystä ja ulkoisia sidosryhmiä, kuten kuluttajia, ja heidän osallistumistaan tuotekehitysprojektiin sekä löytää mitä 
osaamista tai palveluja sidosryhmät tuovat tuotekehitysprojektiin ja missä vaiheessa he ovat mukana osallistumassa siihen. Työn tavoite on löytää ne ulkoiset 
sidosryhmät, jotka osallistuvat yrityksen tuotekehitysprosessiin yrityksessä, jolle tutkimus on tehty. Firmat eivät nykyään kehitä tuotteita yksin, vaan 
tuotekehitysprosessiin osallistuu monia yrityksen ulkopuolisia toimijoita. Työn tarkoituksena oli tutkia ja löytää kuinka yhteistyö sidosryhmien, kuten kuluttajien, kanssa 
parantaa tuotekehitysprosessia ja auttaa saavuttamaan kilpailuetua markkinoilla. Tutkimuksen löydöksiin perustuen työssä annetaan ehdotuksia kuinka tutkimusyritys 
voi parantaa ulkoisen sidosryhmien kanssa toimimista tuotekehitysprosessissaan. 
 
Empiriaosa toteutettiin kvalitatiivisena tapaustutkimuksena, joka soveltuu erityisen hyvin organisaation tai sen osan tutkimiseen. Tapaustutkimus tehtiin haastattelemalla 
kahtatoista yrityksen tuotekehitysprosessiin osallistuvaa henkilöä. Lisäksi apuna käytettiin havainnointia yrityksen luontaisessa ympäristössä sekä tutkittiin ja 
hyödynnettiin yrityksen sisäisiä tietokantoja tietojen keräämiseksi. Haastattelut tuottivat kolmekymmentäseitsemän sivua puhtaaksi kirjoitettua tekstiä. Tutkimusaineistoa 
analysoitiin kontekstianalyysi-menetelmällä, joka sopii hyvin tapaustutkimusaineiston analysointiin. Sen avulla tunnistetaan, jaotellaan, kategorisoidaan kvalitatiivista 
tietoa ja se on hyvä työkalu puhtaaksi kirjoitettujen haastattelujen muokkaamiseksi helposti ymmärrettävään muotoon.  
 
Tutkimustulokset osoittavat, että ulkoiset sidosryhmät osallistuvat jokaiseen vaiheeseen tuotekehitysprosessissa. Ulkoisilla sidosryhmillä on erilaisia rooleja 
tuotekehitysprosessin kuluessa: 
 

 idealähteet ja ideointikumppanit – tutkimuslaitokset ja yliopistot, kuluttajat, materiaalin toimittajat, ulkoiset tietolähteet, patentit 

 avuntarjoajat konseptisuunnittelussa ja tuotekehitystyössä – tutkimuslaitokset ja yliopistot, ulkoiset asiantuntijat, ulkoiset tietolähteet, materiaalin toimittajat, 
ulkoiset testauslaitokset ja – laboratoriot, rekisteröinti apu 

 kuluttajat – tekemään tuotetestausta ja antamaan palautetta 

 tuotannon mahdollistavat sidosryhmät – raaka-ainetoimittajat, pakkausmateriaalin toimittajat, tuotantokoneiden toimittajat, alihankkijat 

 uutuustuotteiden näkyvyys mediassa – mainostoimisto, lehdistö, sosiaalinen media 

 tuotteiden myynti – kuluttajat, asiakkaat, jakelijat 

 passiiviset sidosryhmät taustavaikuttajina – lainsäädäntö, viranomaiset, omistaja, tulli, kemianteollisuuden turvamääräykset 
 
Tärkeimmiksi ja kriittisimmiksi sidosryhmiksi tapaustutkimuksen yrityksessä osoittautuivat raaka-ainetoimittajat, ulkoiset tietolähteet, ulkoiset testauslaitokset ja – 
laboratoriot, pakkausmateriaalin toimittajat, alihankkijat, kuluttajat ja asiakkaat. Myös tutkimuslaitoksilla on tärkeä rooli tuotekehitysprosessissa, jos ne ovat mukana 
osallistumassa kyseisessä projektissa. Passiiviset sidosryhmät koettiin vähiten tärkeimmäksi ryhmäksi tuotekehitysprosessin onnistumisessa. Erityisen tärkeä 
sidosryhmä ovat kuluttajat, jotka lopulta päättävät tuotekehitysprosessin onnistumisesta. Kaikki tuotteet ovat valmistettu kuluttajia varten ja he luovat 
ostokäyttäytymisellään tuotteiden myynnin. Tästä syystä on tärkeää, että kuluttajat ovat mukana osallistumassa jokaisessa tuotekehitysprosessissa. Kuluttajilla on 
useita rooleja; he voivat toimia ideoiden lähteinä, olla mukana kehittämässä tuotteita ja lisäksi he testaavat ja käyttävät tuotteita antaen tärkeää kuluttajanäkökulmaa ja 
palautetta tuotekehitystiimille.  
 
Uudet innovaatiot saavat monessa tapauksessa alkunsa, kun yritykset tekevät yhteistyötä tärkeimpien ulkoisten sidosryhmien kanssa. Sidosryhmien osallistuminen 
innovaatioon perustuvaan tuotekehitysprosessiin voi antaa yritykselle pitkäaikaista kilpailuetua markkinoilla. Kirjallisuustutkimuksen perusteella kehitettyä teoreettista 
mallia verrattiin tapaustutkimuksen löydöksiin ja saatiin arvioitua tulosten oikeellisuutta. Tarkoituksena oli vahvistaa löydökset vertaamalla yrityksen käytännön toimintaa 
teoreettiseen malliin. Pystyttiin tunnistamaan kaikki samat ulkoiset sidosryhmät osallistumassa samoissa vaiheissa yrityksen tuotekehitysprosessiin niin teoriamallissa 
kuin käytännössäkin yrityksessä. Tutkimus myös paljasti, että ulkoisilla sidosryhmillä on monia erilaisia rooleja tuotekehitysprosessissa ja myös niiden tärkeys vaihtelee 
riippuen prosessin vaiheesta. Tutkimuksen tulokset ovat tapauskohtaisia, eikä niitä pysty suoraan yleistämään muiden teollisuusalojen käyttöön muuten kuin antamaan 
näkökulmaa tuotantoyrityksen tuotekehitysprosessin tutkimiseen.  
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The purpose of this research is to study company’s new product development (NPD) process and investigate how firms can use external stakeholders and customer 
collaboration to improve their new product development processes and gain competition advantage in the market. Firms do not anymore operate alone to develop 
products, instead of they engage in communication with external stakeholders and their customers. Other purpose is to find what kind of excellence the external 
stakeholders give and in which phase of new product development process they are involved. Based on the findings of the research study presents suggestions for case 
company how to improve stakeholders’ involvement in NPD process. 
 
The empirical part of this study was conducted through qualitative case study method. The data were gathered using the methods of interviews, observations and 
database search. The interview survey, in which twelve employees from the sponsoring company were interviewed, provided thirty seven pages of transcribed text. The 
analysis was carried out using the method of content analysis, which is suitable method for this kind of study. It is a method of identifying, coding, and categorizing the 
qualitative data and a primary tool for making sense of interview transcripts. 
 
The findings of this research suggest that stakeholders should be participating every phase of NPD process. During the NPD process stakeholders have different roles: 
 

 idea sources and co-creators to participate ideation phase – research institutes and universities, consumers, suppliers, external knowledge, patents 

 help and advisory to involve concept development and product development – research institutes and universities, external specialists, external knowledge 
sources, suppliers, external testing institutes and laboratories, registration help 
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1  Introduction 

1.1  Background 

 

New product development (NPD) is definitely one of the most important operations in a 

manufacturing company. Producing new products to the market is company’s driving 

force when aiming to increase the market share and gaining bigger profits. When 

planning new product development, it is important to understand that new product 

development strategy is a part of a web of strategies. It is linked to, and its objectives 

are derived from, marketing strategy, technology strategy and the overall corporate 

strategy (Trott 2005). NPD process links together company’s different departments and 

also includes other important stakeholders from outside of the company to be the best 

possible and to be able to bring something new to the market.  

The innovations in the products are many times created when co-working with 

the key external and internal stakeholders. The stakeholder involvement in innovation-

related NPD processes can be a vital source of long-term competitive advantage in the 

market. NPD processes’ aim is to create value for the company, consumers, suppliers 

and other stakeholders who are participating in the process. Collaborative development 

work engage suppliers, research institutes, customers, and even competitors in a unique 

network of value-creating relationships (Bovet & Martha 2000). In the company’s NPD 

process each activity is assigned to the partner who is best able to perform it. 

New product ideas can emerge from many sources. New product development 

opportunities can come from inside the company; top management, many departments 

like R&D or marketing, also brainstorming meetings or individuals are good source of 

ideas (Stasch et al. 1992). On the other hand, rather often ideas are coming outside of 

the company; from competitors’ analysis, consumers, current existing products, 

technologies, unexploited patents or customers and vendors (Kruitbosch 2010; Yang et 

al. 2008; Pitta & Franzak 1997). 

Sowrey (1990) described: “To become a successful developer of new products it 

appears that one must first become a successful developer of new ideas.” If company is 

aiming to develop a new product which is going to break through; a lot of ideas need to 

be generated. Company might use tools like brainstorming or groups, but idea of 

“thinking outside of the box” is the key to develop something completely new and 

innovative. The collaboration partners in a NPD project can be from completely 

different field of industry and they bring into the project their excellence, which has not 

been utilized before.  

Jassawalla and Sashittal (1998) define that collaboration is cooperative 

relationship that builds a shared vision and mutual understanding among participants in 



 

 

8 

the NPD process. Collaboration with external stakeholders refers to scenarios in which 

participants explore new opportunities, enhance creativity and open doors for new, 

innovative ways of thinking, organizing and taking actions. From the company’s point 

of view most interesting collaborations and partnerships are those which are bringing 

critical material or knowledge to the NPD project. Different research institutions give 

first-hand research information of raw materials and how to utilize those in new 

products. Co-working with research institutions is a long-term partnership; it requires 

time, patience and money, but can give completely new knowledge or materials to 

utilize in the products and pays back in the long run. Innovations in cosmetics industry 

can also generate from suppliers; raw material suppliers offer new ingredients and 

packaging suppliers have new packaging solutions. These three; research institutions, 

raw material suppliers and packaging suppliers, proved to be the most critical external 

stakeholders to involve the company’s NPD process.  

Cosmetics industry has been rapidly changing industry and in the future the 

speed will only speed up. Internal rivalry in the cosmetics industry is high. Cosmetics 

product development is needed to stay up-to-date with the major changes in the 

cosmetics industry that are mainly driven by consumer demand, aggressive market 

claims, regulatory issues and scientific breakthrough discoveries. There are a lot of 

existing cosmetic companies competing in the market. Also buyer power is high, since 

there are a variety of cosmetics products available in the markets, ranging in the price. 

All the firms are competing to attract consumer’s attention by providing the best quality, 

most stylish products and great price.  

With respect to growth, new products enable suppliers to move into new markets 

and capture new customers in currently served markets (Flint 2002). As the market 

competition is getting harder, more and more enterprises realize the importance of 

customers, who are now becoming the core competition focus (Zhang 2009). Cosmetics 

companies are involving customers and consumers into their NPD processes. 

Companies are making the products to the customers, but they are also making the 

products with customers, meaning that customers’ input is used in NPD processes. 

In many markets most consumers do not know what they want, how they want it 

or what kind of products is possible to create. The important modifier is “most”. There 

are some customers who know what is wrong with existing products, how they can be 

improved, what new applications they can serve and why they should be developed; 

those customers probably even know how to price new improved products (Pitta & 

Franzak 1997). Reilly (1999) states that if the end-off product user is not somehow part 

of the planning and development process, they are not likely to accept the product.  

Customer is the one with knowledge and company is there to trying to understand their 

requirements. It is important to care about customers and communicate better with 

them, that way they company increases the chance of success in the market among the 

customers.  

1.2  Research questions  

The purpose of this research is to study from literature who are the external stakeholders 

outside of the company to co-operate with during new product development process, 

what input they are giving to the process and how are they engaged into NPD activities. 

Using literature about new product development, its critical success factors and 

stakeholder collaboration I try to understand the stakeholder and customer participation 

in new product development and how to benefit from it the most.  
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The aim of this research is to understand two things. First, who are those 

external stakeholders and how they involve firm’s new product development process. 

Second, I want to understand who are the external stakeholders in the sponsoring firm’s 

NPD processes and what kind of information and help they can offer to support the 

NPD. Following this, I will explain how to co-operate with these stakeholders and how 

to get the most out of the collaboration. My purpose is to study this topic from the 

viewpoint of the sponsoring case company, LUMENE. However, the overall goal of the 

study is to learn about successful NPD and involvement of external stakeholders in 

general and use the company as a case, where the theory is being applied. The research 

questions for the thesis are represented as following. 

 

Research question 1:  

 

Who are the stakeholders outside of the company in new product development? And 

when are they participating NPD process? 

 

Research question 2: 

 

Who are these stakeholders in current new product development and what excellence 

they bring into NPD processes? 

 

Research question 3: 

 

How to improve the collaboration with these stakeholders in different phases of new 

product development? 

1.3  Scope 

Cosmetics industry is market-pull driven industry; consumers express their needs and 

wants through the consumption of products. As Trott (2005) describes in his book; the 

customer need-driven model emphasizes the role of marketing as an initiator of new 

ideas resulting from close interactions with customers. These ideas are turned and 

forwarded to R&D for design and engineering and then manufacturing for production. 

Therefore, market research is carried out to establish what is needed among consumers 

and markets. 

This thesis introduces new product development process which is represented in 

book “Innovation management and new product development” by Trott (2005). It is a 

model, which describes a new product development process as a seven-step model from 

the idea generation to commercialization. In empirical part, the sponsoring company’s 

NPD model is represented and in findings part they are compared.  

This thesis will concentrate on new product development process involving the 

external stakeholders and customers in the development process. Not any company can 

underestimate the power of customers and consumers. Customers’ involvement and 

their input appear to be most important at the idea generation phase and design and 

testing phases (Alam & Perry 2002). Customers are rich source of information and their 

input may technically decide success or failure of a new product.  

One of the most interesting areas of new product development is how to 

collaborate with external stakeholders during the development process. This thesis will 

pay attention in stakeholders’ roles and inputs in different phases of new product 

development. Lots of earlier researches have focused on elaborating how customer 
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participation helps new product development. Two of the most known researchers, who 

pay attention in customers’ participation in NPD process and customers’ different roles, 

are Kaulio (1998) who represented three different roles for customers. There are also 

many researches how suppliers are participating NPD processes. According Nambisan 

(2002) customers can act as resource, co-creator and user in NPD processes. In his study 

Nambisan (2002) indentified the customer roles in different NPD phases. There is a lack 

of the critical researches of the external stakeholder’s involvement especially in the field 

of the cosmetic industry. What kind of externalities there is and what kind of 

information and help they can offer to new product development in cosmetics firms? 

Who are those stakeholders to collaborate with, if wanting to bring new innovative 

products to the market? 

The scope is chosen to concern the stakeholders who are outside of the company 

but are still participating in the NPD process. They bring services, knowledge or 

excellence that company does not have inside the house. These external stakeholders are 

affecting NPD project and its execution, but they do not participate in internal decision 

making meetings. The decisions concerning NPD projects are made in milestone 

meetings, where all the participants are from the company. The sponsoring company 

wanted to investigate who are the most important stakeholders and how to improve the 

collaboration with them. The aim was to find how to generate new innovative products 

and from which collaboration they can be generated. Traditionally, the external 

stakeholders are categorized be those stakeholders who are affecting in the background 

but they are not bringing any specific excellence to NPD projects. Those stakeholders 

are i.e. legislation authorities, customs and different federations and associations. This 

study includes them but also other stakeholders who are not part of the company. It is 

obvious that those traditional external stakeholders are not generating innovative 

products; they rather set the legislation and frames where the company operates.  

Internal stakeholders who participate in the NPD process are mostly excluded 

out of the thesis, to keep the scope on the external stakeholders and limit the amount of 

stakeholders. It is also hard to compare the importance of internal and external 

stakeholders. Internal stakeholders are the organization’s parts that are participating 

NPD processes, i.e. R&D team, marketing, production, sales and quality assurance. 

They all are critical important to participate NPD projects and has their own 

responsibility in generating new products and bringing them to the market.  

1.4  Research process 

 

                                                    The research problem  
 

 

 

      

 

 

                                     Research material   Research methodology 

Fig. 1.  The research problem, research material, research methodology 

 

The aim of the master’s thesis is to tie together the research problem, used research 

material and research methodology and build up a study in which every part is linked 
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together (figure 1). Depending of the research problem, the related literature were 

studied and data gathered by using a suitable research method. Research process of the 

thesis is described in figure 2. 

 

 

Fig. 2.  Research process 

 

Thesis project started with getting familiar with the company and the products they are 

manufacturing. It was important to identify real-life settings first, find out more about 

the organization and people, who I was aimed to investigate. I participated introduction 

day where all departments were introduced and I also got to know my co-workers.  

Actual research process began with getting familiar with the topic. I started by 

doing literature research and finding out more about NPD process in particularly, its 

different phases, customer involvement in NPD process and after the research questions 

were decided, I explored the literature study to concern also other external stakeholders 

than customers. The search started broadly and quite quickly narrowed down to a 

focused search for the right amount of information. I tried also focus on the articles 

about cosmetics industry and new product development. The literature review was 

conducted for the purpose of establishing the framework concerning the influence of 

external stakeholders from the perspective of the manufacturing company. The 

grounded theory approach is a method for discovering theories, concepts, frameworks 

or propositions straightly from the data, rather than from prior assumptions, frameworks 

and other researches. 

The literature consists of papers, reports and books. The literature means the 

sources of the academic information used in theoretical part of the study, such as 

academic journals and academic books published by professional researchers. In the 

research for literature the databases such as Ebsco, Elsevier, Emerald Journals, 

ProQuest Databases and Web of Science, were used. The distance e-service is provided 

by the library of the University of Oulu. All used academic books were loaned from The 

Aalto University scientific Library and The Aalto University business Library.  

I wrote preliminary literature review first, in the beginning of the thesis project, 

to be the basis for my own research. The literature research helped to identify and 

collect the empirical information about what organizations and people actually do in the 

real business life. The empirical part started by choosing the qualitative case research 

method for the approach. The qualitative approach is suitable to be based on grounded 

literature research (Maylor & Blackmon 2005), which was conducted earlier in theory 

review phase. The data gathering started with planning the interviewing questions. After 

the supervising professor admitted them, I interviewed the thesis instructor from the 

case company and after her eleven employees. Simultaneously, I observed the R&D 

laboratory’s work and took part in meetings as non-participator. The generic process of 

research project follows roughly the same process (Maylor & Blackmon 2005): 

 

1. Define the research - topic and the aims 
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2. Design the research and data collection 

3. Do the research – collect and analyze the data 

4. Describe the research – interpreting and reporting the findings 

 

The process of my data gathering and data analysis is represented closely in section 3.2. 

After, reporting the findings, it was time to start planning the final report of the study. 

As in a qualitative research, I ended up building a conceptual framework; it is emerged 

from data and concerns the external stakeholders’ participation in the NPD process of 

the sponsoring company and the roles of the stakeholders. 

Discussion chapter is linking the empirical research findings to the findings from 

literature. In this phase I had to go back to the data and move opposite direction of the 

relationship between theory and data found in qualitative research. The aim was to find 

the framework from the theory that explains the findings. An important part of 

discussion was also developing the recommendations. Recommendations focus on areas 

of weaknesses that rose up in the interviews and give opportunities for improvements in 

the situation.   

When all the data gathering, analyzation, and writing work of the findings and 

discussion chapters were ready, I started to finalize the thesis. I read it through over and 

over again, make improvements, edited the theory part and checked grammar. The last 

phase was to finalize the introduction part, summary and abstracts. 

1.5  Structure of the study 

This study consists of five parts. In this first chapter of this study, I have introduced the 

purpose and objectives of this research, and presented my research questions. I also 

presented background information for the study and described research process. 

In the second chapter, I will discuss the literature around the NPD process, 

external stakeholders and customer’s roles and participation in new product 

development activities in more detail. I will start this chapter by an overview of new 

product development in the firms. The chapter focuses on new product process and will 

introduce the process and discuss the critical success factors of NPD. In the chapter, I 

will discuss the literature around the increasing interest towards involving customers 

and other stakeholders like suppliers and competitors in the NPD process. I will study 

the reasons for involving these stakeholders and the benefits and costs of such 

involvement. In the end of the second chapter of this study, I will summarize the 

findings from the chapter, and introduce the conceptual framework that guides the 

empirical part of my research. 

The third chapter is the empirical part of this study. First I introduce the 

sponsoring company, LUMENE. This is followed by explaining the methods of data 

collection and how I analyzed this collected data. Then the data from interviews and 

observations are represented more specifically. Chapter also presents the findings and 

analysis of the data. 

In the fourth chapter I will discuss the findings and reflect the findings from the 

case company to the findings from the literature. I will discuss the findings and suggest 

possibilities for sponsoring company how to improve their NPD process concerning 

involvement of external stakeholders. 

The fifth and final chapter of this study concludes this research by summarizing 

the study and the findings. I also present the managerial implications of this research 

and reflect on my own research method and process. 
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2 Stakeholders in product development 

2.1  New Product Development 

What is definition of a new product? There are several ways to describe a new product. 

Trott (2005) categorizes new products as follows: 

 

 a new to the world product-innovative product 

 a product that opens up an entirely new market 

 a product that adapts or replaces an existing product (improvement or revision) 

 a product that significantly broadens the market for an existing product  

 an old product introduced in a new market 

 an old product packaged in a different way 

 an old product marketed in a different way 

 a product with reduced costs 

 a product that provides similar performance at lower cost 

 

New product development is a process of bringing a new product to the market. NPD 

includes all activities needed to conceive, design, produce and deliver a product to the 

market (Büchel 2005). The company wants to ensure its growth or maintain their market 

share. Firms must be able to adapt and evolve if they wish to survive. As Trott (2005) 

writes: “Innovations has long been argued to be the engine of the growth” and the most 

important part to enchase competitiveness of company is new product development (Lin 

2011). That is why new product design and development is more often than not a crucial 

factor in the survival of a company and important way of gaining competitive 

advantage. In an industry that is changing fast, firms must continually upgrade their 

design and range of products. This is necessary due to continuous technology change 

and development as well as other competitors and the changing preference of 

customers.  

Cosmetics industry is market-pull driven industry; consumers express their 

needs and wants through the consumption of products. As Trott (2005) describes the 

customer need-driven model emphasizes the role of marketing as an initiator of new 

ideas resulting from close interactions with customers. These ideas are turned and 

forwarded to R&D for design and engineering and then manufacturing for production. 

Trott’s (2005) NPD process is a model, which describes new product development 

process as a seven-step model from the idea generation to commercialization (figure 3). 

Researchers have suggested several different systems of a NPD process. Cooper (2001) 

proposed a stage-gate model, where the key stages are discovery, scoping, building the 
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business case, development, testing and validation, and launch. Each stage is involved 

with multiple departments and there is a gate between each two contiguous stages. The 

gates serve as quality-control checking points, where three quality issues are checked: 

quality of execution, business rationale and quality of action plan. Ulrich and Eppinger 

(1995) presented a generic development process with five phases including concept 

development, system-level design, detail design, testing and refinement, and production 

ramp-up. Each of these NPD process models includes the same main processes and 

phases which are needed to generate and manufacture a successful new product. Firms 

can generate their own new product development plans and processes utilizing these 

models or use some of them as a base and guideline for their own operations. 

 

Idea generation 

 

 

 

Idea screening 

 

 

 

Concept development and testing 

 

 

 

Business and financial analysis 

 

 

 

Product development 

  

 

 

Test marketing 

  

 

 

Commercialization 

 

Fig. 3. Trott’s (2005) NPD process 

2.1.1  Idea generation 

Idea generation is very critical to new product development, recognized as a key 

leverage point for a firm (Toubia & Flores 2007). Idea generation is a continuous, 

systematic search for new product opportunities. New products are not needed just 

because they are new products. They are required they serve a customer need and an 

organization need.  

Successful product development teams are often cross-functional; individuals 

sharing perspectives from different views, such as marketing, sales, R&D, and 

production, interacts to offer creative solutions to problems, which become the basis for 
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new product ideas. From several prior researches the integration of marketing with 

R&D is identified as a key success factor and critical activity within new product 

development success (Fain et al. 2011; Holger et al. 2010; Jassawalla & Sashittal 1998; 

Song et al. 1998; Yang & Lu 2004). Rapid changes in technology and in the market 

force the R&D and marketing departments to cooperate closely to react to any sudden 

changes. The importance of cross-functional teams is that they can reduce 

misunderstanding that arises in the different values found within functional areas. 

Specialization leads to the need for integration among functions because each 

department holds a specific set of information required for the NPD process (Holger et 

al. 2010). By sharing information early and throughout their operation, cross-functional 

teams can identify problem areas early in the process, and give them attention and find 

the solution. A logical extension of the product development team is to include external 

stakeholders on the team. They bring different perspectives, which could contribute to 

learning (Pitta & Franzak 1997) and variety of perspectives also stimulates creativity 

(Song et al. 1998).  

Pitta and Franzak (1997) point out the importance of customer information: “In 

the industrial marketing arena, companies have discovered a potentially valuable source, 

consumer information”. These days, with the development of internet-based tools, 

companies are increasingly involving their own customers in idea generation (Toubia & 

Flores 2007). Experienced product users, called lead users or lead customers, can give 

problem-forecasting and problem-solving aid (Pitta & Franzak 1997). That could make 

them valuable addition to product development team. In addition to recognizing faults, 

they tend to generate preferences and wish lists of product features that they would like 

or could make their lives easier (Pitta & Franzak 1997). That kind of insight can be 

highly beneficial in developing new and improved products. Lead users can provide the 

most accurate information necessary to satisfy also other consumers.  

The effectiveness of a new product development process depends on the quality 

of the ideas that are produced (Sowrey 1990). In spite of its importance, many 

companies do not pay enough attention to the idea generation stage in their development 

processes. It is certainly crucial because the remaining steps cannot take place without 

ideas to progress. Like Sowrey (1990) describes: “Every individual is capable of 

coming up with an idea or two, but unfortunately in reality most of the ideas are either 

lacking in potential, impractical to produce or outside the company’s terms of 

reference”. He suggests that ideas should be generated through organized network with 

a central collection point and this network should cover both inside and outside the 

company and utilize different kind of idea collection methods and techniques. Flint 

(2002) says that better and deeper customer understanding and co-operating with 

customers already in idea generation phase of new product development improves the 

ideation phase and increases the likelihood of repeated success. This leads to the cycle 

time between successive success stories becoming shorter (Flint 2002).   

The early activities on new product development process are defined as the 

assembly of knowledge and the generating business opportunities (Trott 2005). These 

activities occur before a physical representation of the product has been developed. Up 

to this point costs have been relatively low, especially when compared to following 

activities. The next phases, defined as product concept and product prototype 

development, transform text and drawing into a physical form such as size, shape and 

color. New product development processes need to be started carefully and a lot of 

attention must be paid to idea generation, because the generation phase is not expensive 

yet and the changes in the plans are easy to make.  

As Trott (2005) writes, a new product development process begins with assembling 

knowledge. It is an organization’s knowledge base from where ideas and creativity 
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come from. Trott (2005) lists wide range of activities that together help to maintain a 

company’s knowledge base, such as technology monitoring by R&D department, 

recruitment of good people, networking by organizations’ employees, licensing and 

patents, company’s own market research, other companies including customers, 

suppliers and competitors, publications and databases, internal R&D and conferences. 

Also Stasch et al. (1992) introduce the sources of new-product ideas:  

 

1. Laboratory sources:  

 Basic research on product 

 Basic research on processing technology 

 Accidental discovery 

 

2. Management sources: 

 “Just got the idea” 

 Organizational encouragement 

 “Corporate think tank” 

 

3. Company situation: 

 Desire  to break into a new market 

 Desire to improve market position 

 Desire to regain market leadership 

 Desire to remain a viable competitor 

 Company in a difficult situation 

 

4. Distribution sources: 

 Changing patterns 

 Distributors suggestions 

 

5. Supplier sources: 

 Supplier offering new ingredient 

 

6. Consumer sources: 

 Listening to consumers 

 Dissatisfied consumers 

 

7. Marketplace sources: 

 Identifying an unsatisfied need 

 Changing behavior 

 Accidental discovery 

 

8. Foreign sources: 

 New products suggested by foreign products 

 

9. Government regulation: 

 Regulation changing the environment 

The next step after idea creation is to choose the generated business opportunities that 

could realistically be developed into successful products. 
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2.1.2  Idea screening 

Following a successful idea generation phase, the company might easily be left with 

hundreds of ideas generated by experts, employees, or consumers. The next step is to 

screen these ideas and identify those with the highest potential. Pre-development 

activities, such as new product idea screening, are considered to play an important role 

in innovation success (Hammedi et al. 2011). Idea screening of a new product idea is a 

critical activity in new product development because of increasing number of 

technological innovations and fast changing market environments and firms have 

realized that accelerated new product development is a strategic approach for their 

survival and winning of competitive battles (Ko 2010).  

Screening means a series of evaluations, including technical, commercial and 

business assessment of the concept (Trott 2005). Screening is not a single one activity. It 

occurs in every stage of the new product development process. In product screening, 

poor, unsuitable, or otherwise unattractive ideas are weeded out from further actions. 

Idea screening is extremely difficult because it is difficult to identify and recognize the 

ideas which are going to be successful and avoid killing a potentially great idea. At the 

screening stage, a management team evaluates new product ideas and makes a first 

go/no-go decision under high levels of uncertainty and ambiguity (Hammedi et al. 

2011). The aim is not to pick the single best opportunity but focus attention on 

promising ideas worth further investigation. 

Trott (2005) describes the screening process as following; first phase is the 

initial screen which represents the first formal evaluation of the idea. Ideas are checked 

for technical feasibility, financial viability, marketability and compared with the 

strategic opportunities. The advantage of early screening is that it can be done quickly 

and easily and prevents expenditure on product ideas that are clearly not appropriate 

(Trott 2005). These days many companies use a new product screening checklist for 

preliminary evaluation. In screening phase firms list new product attributes considered 

most important and compare each idea with those attributes. Given ideas are usually 

rated according to marketing, production and strategic factors and the checklist is 

standardized and allows ideas to be compared. 

One important screening activity, which is usually made in concept development 

phase, is customer screening in which company has informal discussion with potential 

customers and gets important feedback on developed prototypes. Although the number 

of ideas may potentially be very large, it would be unreasonable to ask each consumer 

to evaluate more than a few ideas (Toubia & Florens 2007). This raises the challenge of 

efficiently selecting the ideas to be evaluated by each consumer and company has to 

evaluate beforehand the most promising ideas worth for screening with customers. 

However, consumer screening is an important activity because it has been shown that 

consumer screening speeds development activities by eliminating unproductive ideas, 

correcting weak ideas, and increases the number of ideas that can be considered for 

further development (Karger 1985).  

The last phase of screening process is a final screen of the new product idea. It 

normally involves the use of scoring models and computer assessment programs: 

several new product ideas are fed into the program and a series of questions and 

assessments, with different weighting, are made, resulting in a scoring for each (Trott 

2005). Final screening ensures that the most promising ideas are brought to market with 

strong corporate support.  
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2.1.3  Concept development and testing 

Product concept is a detailed version of the new product idea. Concept turns ideas into 

tangible products in which consumers perceive is being valued. Usually the idea is clear 

but the details need to be added. Trott (2005) describes that for a product idea to become 

a new product concept, three inputs are required: form, technology and need. Form is 

the physical thing to be created by technology which is the base of the innovation. The 

need comes from the market and is the benefit gained by the customers who are giving 

the product value.  

Ko et al. (2011) reminds the importance of careful and cautious concept 

development: “concept development is considered to be one of the pivotal phases in 

new product development process, which has a significant impact on downstream NPD 

activities such as detail design. Despite the recognized importance of concept 

development, there is a lack of a systematic and effective process that covers all concept 

design activities”.  

The process of concept development is described in a book “Product Design and 

Development” by Ulrich and Eppinger (2011). When customer needs are considered and 

development team has established the set of target specifications concept creation can 

start. Ulrich and Eppinger (2011) present a five-step method which is described next 

with its main features:  

 

Step one: Clarifying the problem  

 General understanding 

 Breaking the problem into simpler sub problems 

 

Step two: Searching externally 

 Interview lead users 

 Consult experts 

 Search patents 

 Search published literature 

 Benchmark related products 

 

Step three: Search internally 

 The use of personal knowledge 

 The use of team knowledge (brainstorming) 

 

Step four: Explore systematically 

 Concept classification tree 

 Concept combination table 

 To organize the thinking of the team and to synthesize solution fragments 

 

Step five: Reflect on the solutions and the process 

 Identify opportunities for improvement in subsequent iterations 

 Constructive feedback for future projects 

 

The concept generation process results a set of product concepts from which the team 

will make a final selection. An effective development team will generate tens or 

hundreds of concepts, of which 5 to 20 will be in serious consideration during the 

concept selection (Ulrich & Eppinger 2012).  
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When concept development is done it is time for testing. Peng and Finn (2008) 

introduce objectives of concept testing projects: the most important objective is to 

develop further the original idea and other important objectives are to estimate the 

concept’s market potential, eliminate poor concepts, identify the value of concept 

features and help identify the highest potential customer segment.  

Concept testing presents a consumer with a proposed product and measures 

attitudes and intentions at this early stage of development (Trott 2005). Concept test is 

the first true consumer filter to be applied. Concept testing is a quick and inexpensive 

way of measuring consumer enthusiasm and it should be applied before any significant 

amount of product development is undertaken, particularly as such development can be 

very expensive (Trott 2005). The test is usually undertaken by conventional market 

research and the aim is simply to find out from consumers what their attitudes to the 

new product would be, whether they would be likely to buy it. Test asks potential 

consumers to react to a picture, written statement, or oral description of a product: this 

enables a firm to determinate initial attitudes prior to expensive, time-consuming 

prototype development (Trott 2005). 

When comparing a radical new product and an incremental product, Peng and 

Finn (2008) state that radical product innovations require larger investments and have 

higher failure rates than less innovative, incremental new products, such as product 

improvements, repositioning, or extensions. Therefore, product development team 

should more carefully screen respondents on criteria beyond simple product use or 

demographics, employ larger samples of respondents, collect more detailed evaluation 

information from each respondent and analyze the data collected using more 

sophisticated methods (Peng & Finn 2008). 

2.1.4  Business and financial analysis 

Business and financial analysis for the remaining product concepts is much more 

detailed than product screening. The most important thing is to project probable costs 

and sales; will profits reach the firms targets. Analysis is a review of the sales, costs and 

profits for a new product to find out whether these factors satisfy firm’s objectives. 

Factors considered in business analysis stage are: sales forecasts, cost estimations, profit 

projections, risk assessment and cannibalization of sales (Barrios & Kenntoft 2008). 

When constructing these factors, there may raise potential problems that were not seen 

before.  

In new product development process the importance of the business analysis 

stage should be recognized. Because new product development costs escalates rapidly 

thereafter, it is very important to eliminate inappropriate ideas at this stage and business 

analysis is actually the final assessment before deciding whether to develop the concept 

into a new product or not (Barrios & Kenntoft 2008). 

Sales forecasting consists of different elements such as estimation of feasible 

market share and forecasting the demand. Sales forecasts are pivotal in relation to 

acquisition and replacement activities, scheduling and capacity issues, and capital 

investment and financing decisions (Barrios & Kenntoft 2008). Barrios and Kenntoft 

(2008) note also that combining several simple techniques improves forecast accuracy; 

if forecast is too inaccurate potential consequences might include higher inventory 

costs, poor customer services and inefficient utilization of product resources. 

Cost estimates are made to evaluate the cash outflow. According to Ulrich and 

Eppinger (2012) cash outflows include spending on product and process development; 

costs of production ramp-up such as equipment purchases and tooling; costs of 
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marketing and supporting the product; and ongoing production cost such as raw 

materials, components, and labor. The costs increase rapidly as the product moves 

through the planning process (Barrios & Kenntoft 2008). To be able to determine the 

cost mentioned it is necessary to have a very close prediction of the units that will be 

sold, the sales forecast.  

Profit projection includes the cost estimation and sales forecasting. It might 

include break-even analysis which is particularly useful tool to show how many units of 

the new-product must be sold to make profit. Quoting Barrios & Kenntoft (2008) “profit 

projections are a major signaling device used by management to convey information 

regarding the valuation of their companies”. This means that investors have shown big 

interest and importance to these forecasts.  

Risk assessment is used to determine the influence of risk factors to the planning 

process. Risks can be measured in risk probability and risk consequence: risk 

probability indicates a chance of a risk event happening while risk consequence 

constitutes the severity of an outcome generated from the risk event. Risk assessment 

includes risk identification, whether it is internal or external risk, high or low risk and 

estimating future risks (Barrios & Kenntoft 2008).  

Barrios & Kenntoft (2008) loan the definition of cannibalization of sales from 

Srinivasan et al. (2005): “The extents to which one product’s sales are at the expense of 

other products offered by the same firm”. Srinivasan et al. (2005) also stated that the 

risk of product cannibalization is a real threat for many new product launches under the 

same brand name as an existing product.  

2.1.5  Product development 

The most crucial factor that survives companies under strict competition is the 

development of new products, and when entering the product development stage after 

the fuzzy front end, a best project portfolio should be finalized in order to potentially 

create expected revenue and competitive advantage. However, even it reaches the end of 

the fuzzy front stage; the new product development project is still significantly involved 

with uncertainties, complexities and fuzziness (Wei 2011; Chang et al. 2011). 

Having a proper and suitable concept is different thing than having a developed 

product. There lie years of research and a lot of spent money between these two phases. 

Product development converts a product idea into a physical form and identifies a basic 

marketing strategy. As Mercer (1996) describes “such development should, ideally, be 

driven by the product parameters which were determined by the earlier market research 

and, in particular, by the outcome of the concept tests but in the reality product 

development is often more of a creative art rather than a scientific certainty; and what 

emerges may only be the best possible approximation to what is needed”.  

In product development stage all engineering and production issues are resolved. 

The aim is to ensure that the product idea can be turned into a workable product. The 

phase can also involve the development of a prototype or simulation. The product 

development concerns the design of the product, in which following operations need to 

be covered (Ullman 2003): 

  

Materials 

 Raw materials 

 Formulations 
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Production processes 

 Specifications for production 

 Production process as a whole 

 

Quality 

 Specifications for quality assessment 

 

Safety 

 Safety assessment 

 

Product construction 

 Co-operation with  outsourcings 

 

Packaging 

 Defining packaging specifications 

 

Product positioning 

 Registration plans 

 

Usage testing 

 The development of a prototype or simulation 

 Product designers may even develop similar prototypes with different styling 

 

2.1.6  Test marketing 

The next phase is to design an initial marketing strategy for the new product based on 

the product concept. Marketing strategy is shaped by company’s business goals and it is 

an explanation of the goals company need to achieve with their marketing efforts.  

The formal market research is carried out to assess the product’s market 

potential. Test marketing tests the prototype and marketing strategy in simulated or 

actual market situations. Because of the expense and risks associated with actual test 

markets, marketers use them with caution. Products that test poorly are pulled back and 

reconceptualized or discarded.  

Mercher (1996) describes the process of test marketing: test marketing ideally 

aims to duplicate the product, promotion and distribution on a smaller scale. Test 

marketing involves placing a product for sale in one or more selected areas and 

observing its actual performance under the proposed marketing plan. The technique 

replicates what is planned to occur in a national launch; and the results are very 

carefully monitored, so that they can be extrapolated to projected national results. The 

purpose is to evaluate the product and pre-test marketing efforts in a real setting prior to 

a full-scale introduction. The decisions have been so far simple go or no-go decisions; 

and this, together with the reduction of risk, is normally the main justification for the 

expense of test markets (Mercher 1996).  

Test marketing also allows actual consumer behaviour to be observed. Mercher 

(1996) reports that all test markets provide additional information about customer 

reactions, effectiveness of the marketing plan, help identify the possible problems and 

forecast results of the launch and therefore, may ensure that launch is successful. Using 

information from test marketing, product developers can refine products to make them 
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more commercially viable before starting the widespread project launch. After testing is 

completed, the firm is ready to introduce the product to its full target market.  

2.1.7  Commercialization 

Commercialization, the final stage, is when the product is introduced full scale. The 

level of investment and risk are highest at this stage. Consumer adoption rates, timing 

decisions for introduction, and coordinating efforts with production, distribution, and 

marketing should be considered. A well-conceived, properly executed launch is central 

to new product success and a solid marketing plan is at the heart of the launch (Cooper 

2001). Other success factors of launch and reasons for failure are presented in table 1.  

Launch and commercialization are usually money consuming processes. 

Concerning fast-moving consumer goods, like foods and cosmetics, advertizing is a 

large part of the cost. In cosmetics industry large sums of money are spent on 

advertizing campaigns. Cosmetic companies have to rely on advertising and brand name 

recognition to carry them through a time when people are being more careful with their 

money, for example in a time of recession (Kumar et al. 2006). Getting prospective 

customers to talk and think about the product is vital. This may mean the establishment 

of a strong market presence through press articles, advertising, participation at 

exhibitions or trade fairs and highly visible presence in distribution channels (Trott 

2005). 

There are also other kinds of products, for example in pharmaceutical business, 

where research and the development process can take ten years. The most expenses and 

money is spent already in the earlier stages of the development process (Trott 2005). In 

the first case, which includes most of the cosmetics products, there will be much more 

emphasis on promotion and packing of the products. 

   Commercialization involves implementing a total marketing plan and full 

production. The launch introduces the new product into the market. Timing of the 

commercialization is very critical for a successful NPD. The product has to be also well 

targeted and positioned. There is always heavy promotional expenditure at the launch 

and the penetration pricing has to be chosen well. Timing the entry to the market can 

lead the product to the success or failure. Commonly it is assumed that early entry is 

desirable and there is evidence that pioneers accumulate first mover advantages (Trott 

2005). If NPD teams can deliver new products ahead of their competitors, they can 

enjoy the benefits of higher profits (Yang et al. 2008). That way they are able to 

influence customer expectations and shape how customers make evaluations of products 

in the new field. They can suggest to consumers the criteria they should employ in 

making their judgments, and products that are later entrants are then evaluated on that 

basis (Trott 2005). Being too early can be as much of a disadvantage as being too late. A 

weak, tentative first mover, without the motivation or resources to grow the market, can 

spend years making losses only be superseded by a stronger “fast follower” (Trott 

2005). For defenders, the ultimate goal is to deliver new products with excellent quality 

and lower price and there the timing requirement is not so relatively critical (Yang et al. 

2008).  

 

 

 

 

 

 



 

 

23 

Table 1. Factors in new product success and reasons for failure (Cooper 2001). 

Factors in new product success Reasons for failure of launched 

products 

Development of a unique and superior 

product, differentiation from rivals, a 

solid marketing plan, well conceived, 

properly executed launch, top 

management backing, market 

attractiveness- the product should be 

aimed at attractive markets, resources 

must be in place, speed and timely, 

quality, market driven and customer 

focus 

Neglect of market research, inaccurate 

market research, poor marketing after 

launch, poor distribution, product 

performance below expectation, product 

too complex, unforeseen events, market 

not ready for the product and inadequate 

support for the product 

 

 

2.2  Success factors of NPD process 

A successful NPD process should concurrently achieve three objectives: maximizing fit 

with customer requirements, minimizing the NPD cycle time and controlling 

development costs (Chan et al. 2011). Successful NPD projects rely on i.e. the factors 

presented as follows (Chan et al. 2011; Pitta & Franzak 1997; Cumming 1998; Cooper 

2001): 

 

 Clearly defined project definition and stakeholder analysis  

 Flexible framework and processes 

 Clear roles and responsibilities  

 Strong team leadership  

 Excellent collaboration and cross-functional teamwork  

 Risk/Reward management 

 Information flow without barriers 

 Clear objectives 

 Good contact with consumers (users) 

 Strong market orientation 

 A unique superior product 

 

The importance of the information flow cannot be highlighted enough. Pitta and 

Franzak (1997) describe as following: “The process of sharing adds understanding. If 

any internal barriers to information flow exist, they should be removed to exploit the 

intelligence and increase the ability of the firm to make decisions rapidly.” In NPD 

process it is crucial that every stakeholder, who is related to NPD process, will be 

reached. Poor information flow leads to misunderstanding, and lack of the information 

can cause delays in the schedules.  

Company is not creating a successful product alone. If company is aiming to the 

best possible result, then the success factors also need to be refilled when co-working 

with the external stakeholders, who are the participators outside of the company. The 

external stakeholders’ participation is presented detailed in next chapters. 
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2.3  NPD Stakeholders 

Freeman (1984) defines a stakeholder as follows: “a stakeholder is any external 

individual firm which has some economic stake in the focal firm and influences the 

focal firm’s product innovation”. The aim of cooperation between two business 

organizations is to lower total costs and increase value, and thereby achieve mutual 

benefit (Von der Heidt 2011). Especially, in new product development a range of 

partners represents a vital source of knowledge and collaborative potential (Håkansson 

1998).  

There are many way to categorize external stakeholders, who are participating 

NPD processes in the companies. Håkansson (1998) lists that firms typically involve 

buyers, customers, R&D departments, company executives, competitors, investors, 

government, suppliers, and universities/ scientific communities in the NPD process. 

Håkansson (1998) calls these internal and external groups “traditional” stakeholders. 

Olander and Landin (2007) also add external stakeholders to be participants, such as 

owners, authorities and politicians, industry and the media.  

The innovation in the products is many times created when co-working with the 

key external and internal stakeholders. Stakeholders’ involvement in innovation-related 

NPD processes can be a vital source of long-term competitive advantage in the market 

and even change a firm's business model. Smirnova et al. (2000) provided a company 

survey, from where they found empirical evidence on the share of firms involving 

internal and external stakeholders in product innovation activities and the level of 

success of interaction. Also Freeman (1984) describes that stakeholders provide 

resources that are critical to the firm’s long term success. 

The university research community can be an important part in industry research 

and development activities leading to new products. Companies should involve 

university researches early in the firm’s product development cycle in the very 

beginning of the NPD project (Bauer & Lane 2006). They highlight that successful 

university-business partnership requires that university researchers and other 

stakeholders recognize business’ lead in product development and commercialization; 

and understand and practice business culture. University involvement in NPD process 

may include technical research and development, identification of customer and 

technology needs, product definition, prototype testing, product validation, clinical trials 

and external funding through grant activities.  

Manufacturers have many paths develop or acquire new technology including 

technology licensing, internal R&D, subcontracted R&D, and licensing from original 

equipment manufacturers – and university based research and technology development 

(Bauer & Lane 2006). When thinking about university-firm collaboration, Bauer and 

Lane (2006) say that university research and development will necessarily be focused 

on manufacturers’ needs and interests. The manufacturer will be the customer and 

decision maker for the goals, objectives, deliverables and the timeframes of the 

partnership (Bauer & Lane 2006). This way university loses some autonomy, but this 

loss is compensated by having an efficient path to the market and saving the time and 

effort invested into activities having no value to the manufacturer. When university is 

joining the firm’s research and development project, the first thing is to establish the 

role of the university research team. University researchers should be advised to first 

listen to and become very familiar with project goals, project management, completed 

work, internal and external project members, future tasks and their role in these tasks 

(Bauer & Lane 2006). In general, the NPD project management team has to set the 

framework for stakeholder collaboration and communication to be open, trustworthy, 

cooperative, respectful, and informative (Oleander & Landing 2007). Possible conflicts 
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should be dealt proactively by interaction with affected parties, straight when there 

appear misunderstandings. 

Suppliers are expected to cooperate with the company on technical 

specifications and delivery requirements and customize their offerings to businesses. 

Suppliers may participate in development teams, and supplier involvement provides big 

boost to product innovation in the form of new product material, component or specific 

knowhow (Von der Heidt 2011).  

 Other stakeholders who are possibly participating NPD process and giving their 

input to the process are research specialists: public and private research service 

providers, such as research institutes, tertiary education institutes and consultants, 

competitors, advertising agencies and specialists with knowhow (Miller & Lewis 1991). 

Firms need to effectively manage interorganizational relationships that are one of the 

critical success factors in business which is widely recognized (Von der Heidt 2011).  

Different important stakeholders and their inputs are presented in detail as 

follows (Von der Heidt 2011):  

 

 Customers 

 new requirement definitions 

 solutions to implementation and market acceptance problems 

 reference function 

 

 Suppliers 

 new technologies of components and systems 

 complementary knowhow 

 solutions to interface problems 

 

 Industry partners 

 joint basic research 

 assistance in establishing standards 

 assistance in getting subsidies 

 

 Research/advisory organizations 

 research 

 training 

 qualified personnel 

 financial, legal and insurance services 

 innovative concepts 

 structuring of processes 

2.4  Stakeholder salience  

As defined earlier, stakeholders for a project are persons or organizations, who are 

involved in a project, or whose interests may be positively or negatively affected by the 

performance or completion of it. There are always plenty of stakeholders who have 

impact on the NPD process. And as the project has externalities impacting the outcome 

of the project, there is a need to examine and evaluate the stakeholders’ influence and 

each stakeholder’s position in relation to the project. Each NPD process has several 

stakeholders, and they all have their own interests and inputs to the project. Some of the 

stakeholders are more important than the others, and their salience varies during the 
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different phases of NPD process (Olander 2006). This means that at any given time, 

some stakeholders will be more important than others, and concerns and priorities 

change over time; new classes and configurations of stakeholders appear in response to 

changing circumstances. 

Each project stakeholder has varying expectations and therefore stakeholder 

prioritization can be a hard task. Mitchell et al. (1997) present salience model to help 

managers identify and analyze project stakeholder needs. Phillips (2003) adds that 

stakeholder theory should be concerned with who has input in decision making as well 

as who benefits from the outcomes of such decision. 

Stakeholder analysis is a technique used to identify and assess the influence and 

importance of key people, groups of people, or organizations that may significantly 

impact the success of activity or project (Friedman & Miles 2006). In NPD projects, 

stakeholder analysis is a process of systematically gathering and analyzing qualitative 

information to determine whose interests should be taken into account when developing 

new products. More complex the project is the more attention needs to be paid in 

managing stakeholders. Stakeholder management process involves evaluating the needs 

and expectations of stakeholders in relation to the main objectives of the project. One 

important issue for the project management team is to identify and analyze those 

stakeholders who can have an influence over project decisions (Olander & Landin 

2005). This facilitates managing a process that maximizes stakeholder positive input 

and minimizes any detrimental or negative impact (Olander 2006). Mismanaging a 

stakeholder who has power, influence and interest can cause failure of the project, 

therefore the goal of making the stakeholder analysis is to develop cooperation between 

the stakeholder and the project team and, ultimately, assure successful outcome for the 

project (Olander & Landin 2005). 

Mitchell et al. (1997) present that stakeholder analysis model can help a project 

manager in early phase of planning process to identify stakeholder and classify them 

according to three major attributes: 

1. Power: Is the ability that project stakeholders have to influence the outcome of 

the project, deliverables or the organization. 

2. Legitimacy: Is the authority, the level of involvement project stakeholders have 

on a project. 

3. Urgency: Is the time expected by project stakeholders for responses to their 

expectations and also defined as the degree to which claims call for immediate 

attention. 
 

The stakeholder’s priority is assigned based on the combination of these attributes. 

Classes of stakeholders can be identified by their possession of one, two or all three of 

the following attributes: the stakeholder’s power to influence; the legitimacy of 

stakeholder relationships; and the urgency of the stakeholder’s claim (Mitchell et al. 

1997).  

There are two ways to define internal and external stakeholders. Olander (2006) 

defines internal stakeholders as who are those actively involved in project execution and 

external stakeholders, who are those affected by the project. Also Gibson (2000) 

categorizes the same way:”Internal stakeholders can be defined as those who are 

formally connected with the project, whereas external stakeholders are those affected by 

the project in some way”. 

Another perspective is to divide that internal stakeholders are people who work 

directly within the business, i.e. employees and management. The same in the other 

words: individuals who are inside the company as board members, executives, 
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managers, employees, and trade unions and who benefit directly from their 

contributions to the growth of the company are the internal stakeholders (Friedman & 

Miles 2006). External stakeholders are parties, organizations or individuals, such as 

customers, suppliers, shareholders, political connections, and other businesses in the 

same or similar industries, who that influence and are influenced by an organization but 

is not a member of it (Friedman & Miles 2006). This means that the external 

stakeholders are people or organizations who are not directly working within the 

business but are affected in some way from the decisions of the business but they are 

not directly a part of that company (Friedman & Miles 2006). 

2.5  NPD with customer collaboration 

“You know better than anybody else what you want from Starbucks. So tell us. What’s 

your Starbucks idea? Revolutionary or simple- we want to hear it!” 

(www.starbucks.com) In these words begin Kristensson et al. (2011) their survey and 

this is a one example of many ways how companies are trying to involve their 

customers in the new product development process. Customers are great source of new 

product ideas, after all, they are the users of the product; and the new uses they make of 

it, or the changes in specification they demand, are both the most potent forces on the 

product development process and its richest source of ideas (Mercher 1996). 

There is a general agreement that co-creation with customers is beneficial and 

the process of communication and socially rich interactions has been argued to be one 

of the determinants for new product success (Kristensson et al. 2011; Mercher 1996). 

Researchers have explored the benefits of eliminating organizational boundaries 

between participants in the new product development process and companies have 

started to treat their customers as active collaborators when developing various 

offerings. This contrasts with the traditional view of customers as passive informants 

from whom information can be extracted by means of surveys or focus groups 

(Kristensson et al. 2011). 

Customers should be taken into new product development in the very beginning 

of the process. D.J. Flint (2002) wrote that the co-operation with customers should take 

the place already in the idea generation phase. In his study he came up to the result that 

deep customer understanding in the ideation will consistently produce more successful 

new product ideas. When the idea generation phase improves, the likelihood of success 

of new products increases. Other benefits from collaborations during the NPD process 

results in improved new product performance, i.e., improved product quality, reduced 

costs, fewer engineering hours for product development, better manufacturability, fewer 

production start-up problems, faster time to market, the marketability of the final 

product and eventual commercial success (Jassawalla & Sashittal 1998; Song et al. 

1998). This is due to that customer can provide useful feedback already in the early 

stages of development and that leads fewer errors in the early development stages and 

not only to better quality but the reduction of the product development cycle time, 

which is really important in rapidly changing environment (Kruitbosch 2010).  

Collaboration with customers can be used as a major source of information; it is 

a tool to acquire information of customer preferences. Customers can help to improve 

products by supporting the identification of their needs and the translation of this 

information into improved products (Kruitbosch 2010). Successful product development 

requires a great understanding of consumer needs and customer collaboration can be 

used to understand customers’ needs, especially in rapidly changing markets (Ishioka & 

Yasuda 2009). Traditional customer's requirements for the new product development are 
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product quality, cost, and delivery, and in a long term the quality of products, product 

performance and functions are most important factors (Ishioka & Yasuda 2009).  

Product development based on customer preferences is also one key to obtaining 

a larger market share and faster sales growth for companies in the cosmetic product 

market (Ishioka 2004). Some of the customers are happy with the current products in a 

market; however the others continuously seek and repeat purchasing new products to be 

satisfied by more improved products and organizations must follow this type of 

customer movements so as to offer higher level of satisfaction to the target customer 

(Ishioka 2004). 

Kristensson et al. (2011) writes that customer co-creation is increasingly popular 

among companies, and intensive communication with the customer is generally seen as 

determinant of new product success. The question is how to create value with 

customers, how value-in-context can be captured and how this knowledge can be 

beneficial in the development process. In order to capture this type of information a 

company needs to interact and communicate with their customers. Kristensson et al. 

(2011) analyzes good customer collaboration based on four separate dimensions; 

frequency, direction, modality, and content to understand the value of customer 

collaboration. Kristensson et al. (2011) suggested that is reasonable to expect that a 

relationship with a higher frequency of collaboration will result in an increased 

likelihood of new product success and market share performance. These four parameters 

above result in an interactive communication atmosphere that is leading to the learning, 

sharing and understanding of customers’ needs. Frequent and active communication is 

more likely to enable trust and high quality information exchange about customer’s 

needs. Active communication enables customers and companies to meet and exchange 

information about needs that may otherwise be difficult to express or transfer. 

Customers may sometimes be invited to companies with the purpose of strengthening 

the relationship rather than to improve the outcome of the development process and then 

companies make it possible for customers to share their inventiveness at the locations 

where their needs are most likely to be present in the future because it is often too 

difficult to express latent needs (Christenson et al. 2011). 

 The actual collaboration with customers can be done in many ways. Customers 

have many roles to participate NPD process and Kabuli (1998) introduces three 

categories of customer collaboration: 

 

1. Design for customers 

2. Design with customers 

3. Design by customers 

 

The first type of customer collaboration, design for customer, is a result of a higher level 

of internal R&D efforts because the firm designs and is the leading actor (Kabuli 1998). 

In that case out of these three options, customer collaboration could results into a higher 

level of new-to-the-market innovation performance, because customers are not used on 

account of their technological capabilities; “Customers are more or less objects from 

which it is possible to elicitate general requirements” writes Kaulio (1998). The 

collaboration, how the company is co-working with the customer, affect the outcome of 

the project, as well is the product new-to-the-market innovation, or developed version 

of the existing product. 

Another well-known, research is Nambisan’s (2002) study of the customer roles 

in different NPD phases. Customers can act in NPD processes as resource, co-creator or 

user. Nambisan (2002) describes that customer as resource is best for ideation phase; 

customers can be a source of innovation, or can give customer perspective and customer 
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knowledge, customers as co-creators are best for design and development phase, when 

they can involve in design and development tasks and customers as users are useful in 

product testing phase, when they can help ensure customer diversity.  

2.6  Toward open innovation 

Pitta and Franzak (1997) highlight the importance of openness and customer 

involvement during new product development process: “It is almost incomprehensible 

to witness companies squandering vast resources on product development because no 

one bothered to listen to the consumer”. They point out that companies must learn 

exactly what target consumers want in products. To achieve that there must be high, 

relevant consumer involvement in the process, from idea generation to 

commercialization. Therefore companies are shifting from a closed to a more open 

innovation model, where customer collaboration becomes more and more important 

(Kruitbosch 2010).  

The concept of open innovation has been discussed for creating value in the 

R&D process instead of traditional closed innovation activities (Yang et al. 2008). There 

has been lot of discussion of the new trend of open business model. In the early history 

of open innovation and customer involvement was the concept of lead users whose 

needs will become general in the marketplace in the future (Yang et al. 2008). Since 

lead users are familiar with the conditions which lie in the future, they can serve 

forecasting help for marketing research and also provide new product concept and 

design data (Yang et al. 2008). The concept of open innovation is developed by Henry 

Chesbrough (2006) and innovations relate to user innovations, knowhow trading, mass 

innovations, use of external ideas as well as internal ideas, and also external paths to 

transfer innovations to market. 

The ways to utilize open innovation are i.e. the new trend of external knowledge 

sourcing, the division of the innovation labour, to sell the idea from one party to another 

party, and carry the idea to market by the latter party (Yang et al. 2008). The idea is to 

leverage the resources, suppliers, customers, universities, competitors and other external 

partners in the industrial chain (Kruitbosch 2010; Yang et al. 2008). The operational 

model of innovation intermediary includes idea scouts, which seek and screen ideas in 

the community behalf of large firms that review them for commercial potential; patent 

brokers, which bring together inventors and firms that are interested in commercializing 

their patents; licensing agents, which broker the licensing of the patented technologies; 

and invention capitalists, which buy patents from inventors and then sell them to 

companies; and electronic marketplaces, which can help match companies with 

promising ideas or patents (Yang et al. 2008).  

Another potential advantage is that external collaboration during product 

development may provide access to new resources and capabilities that the 

manufacturer lacks in-house and then collaborating with external sources firms might 

have access to improved information, capabilities and resources that would be otherwise 

unavailable (Kruitbosch 2010). Collaboration can also be used as a method to reduce 

market risks and failures because through collaboration companies aim to decrease the 

cost of R&D and share the technical and financial risks (Kruitbosch 2010).  

Organizational learning is important when aiming to improve company’s 

performance and maintain or grow in the market. This learning occurs when the 

organization is willing to question its foundations and require an organization to 

challenge its own assumptions about its mission, customers, competitors and strategy 

(Pitta & Franzak 1997). New information may be acquired through direct experience, 
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from organizational memory or through the experience of others; therefore firms must 

be open to forming relationships with external learning partners, including customers, 

suppliers, distributors, alliance partners and universities (Pitta & Franzak 1997). From 

new perspectives of others, a firm can get new directions and new possibilities to its 

business. Pitta and Franzak (1997) say that an important character of learning 

organization is that they make active and continuous self-critical benchmarking and 

same time environment scanning which gives information about trends, opportunities, 

threats in their environment. In this way firms can be aware of prevailing trends that are 

important to their success. This implies that managers should develop multiple credible 

sources of information inside and outside of the organization: failure to get a different 

perspective than that prevalent in the organization can lead to a false sense of reality and 

missteps in the marketplace (Pitta & Franzak 1997). 

2.7  Stakeholders in product development phases 

The objective of theory review was to be able to answer research question 1.  

 

Research question 1:  

 

Who are the stakeholders outside of the company in new product development? And 

when are they participating NPD process? 

 

According to Freeman (1984) “a stakeholder is any external individual firm which has 

some economic stake in the focal firm and influences the focal firm’s product 

innovation”. This means that a stakeholder is an organization, a firm or individual who 

is somehow participating or affecting company’s NPD process. This study concentrates 

to investigate only external stakeholders’ (outside of the company) input and 

participation.  

Theoretical study revealed that external stakeholder’s participation in NPD 

process to be very beneficial to company (Von der Heidt 2011; Smirnova et al. 2000; 

Håkansson 1998; Freeman 1984). Collaboration between business organizations or 

other stakeholders lowers total costs, increases value and stakeholder involvement in 

innovation-related NPD processes can be a great source of long-term competitive 

advantage in the market. External stakeholders bring their own core excellence, 

knowledge or knowhow to the process which might lack in the company. Von der Heidt 

(2011) categorized stakeholders into customers, suppliers, industry partners and 

research/advisory organization. This categorization is generally useful for 

manufacturing companies. In sections 2.1 and 2.3 external stakeholders and their inputs 

are presented in more detail. 

Basing on literature findings the answer and theoretical framework is presented 

in figure 4. On the left side there are the phases of NPD process and on the right side are 

stakeholders who are participating in that particular phase. Some of the stakeholders are 

giving their input and knowledge in several phases and stakeholders’ importance also 

varies during the process. In idea generation phase the product ideas can come from 

external stakeholders and in the later phases of NPD process external stakeholders’ help 

is used to ease company’s development work or give specific knowledge or feedback.  

Many study revealed that customers’ participation during NPD process is very 

important. All products in manufacturing companies are made for customers. To be able 

to create interesting products, companies need to involve consumers to express what 

they want. Customers should be taken into new product development in the very 
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beginning of the process. Customers are participating through the whole NPD process 

and their roles vary during the process: they can be idea creators, they are testing 

products and providing feedback and some companies even produce products which are 

designed by consumers. In section 2.5 customers’ roles in NPD process are presented in 

detail. 

 

 

Idea generation 

                                

 

 

 

Idea screening 

 

  

 

 

Concept development and testing 

 

  

 

 

Business and financial analysis 

 

  

 

 

 

Product development 

  

  

 

 

 

Test marketing 

 

 

  

 

 

Commercialization  

 

 

 

Fig. 4.  Theoretical framework 
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conferences, external market researches, 

distributors, patents, publications, 

research institutes, university research 
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regulation 

Customers, external specialists, patents, 

publications (knowledge), public and 

private research providers, university 

research communities, regulation 

Customers, regulation 

Customers, raw material suppliers, 

packaging suppliers, external specialists, 

tertiary education institutes, registration 

help, regulation 

External specialists, consults, market 

researches, distributors, patents, 

publications, research institutes, 

regulation 

Customers, advertising agency, press, 

trade fairs, external market researches, 

distributors, regulation 
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3 Stakeholders in cosmetic product development 

 

 

 

 

3.1  Methodology of the study 

The previous chapter has concentrated on exploring the literature around new product 

development, customer participation and stakeholders’ involvement in new product 

development projects. From the literature it was noted that very common type of 

customer participation in companies was in firm’s new product development processes. 

There were also other important stakeholders participating company’s NPD process. 

Freeman’s (1984) definition states that project stakeholders are individuals and 

organizations that are actively involved in the project or whose interests may be affected 

as a result of project execution or project completion. Using the findings from the 

literature, I introduced the conceptual framework guiding this research. This framework 

is used as a base to this empirical part of the study.  

A case study approach has been used as the main method of the research. The 

case study method was selected because of the qualitative nature of the research. 

Qualitative method’s emphasis is on understanding the phenomena and its advantage is 

the closeness to data. A case study method is an empirical inquiry that investigates a 

contemporary phenomenon within its real-life context, especially when the boundaries 

between phenomenon and context are blurred (Yin 1994). A qualitative case study 

focuses on matter of rational insight, discovery and interpretation rather than testing a 

hypothesis. According to Ghauri et al (1995) qualitative methods are suitable especially 

for studying organizations. Ghauri et al. (1995) also say that case study method is useful 

when the research concerns only one organization and when wanting to study and 

identify factors involved in some aspect of organization or smaller unit of it.  

Qualitative research is oriented more to processes than to specific goals and end-

results. Qualitative case studies are based on information collected from interviews, 

observations and various documents (Ghauri et al. 1995). In this present research 

information was collected mainly from interviews and documents from the LUMENE’s 

database.  

I wanted to do a case study research because the aim was to find how the 

sponsoring company is doing collaboration with external stakeholders. To build case 

study research in this context is to believe that external stakeholders’ involvement is 

best understood by obtaining firsthand knowledge, and by focusing on the personal 

experiences of persons directly involved in the NPD process. Therefore, the information 



 

 

33 

gained from interviews with the most knowledgeable participants in the new 

development process served the principal basis for the empirical framework of the 

study.  

The purpose of interviews was to understand how the ideas for new products are 

generated, how the information flows between internal and external stakeholders and 

how NPD activities are organized in the sponsoring company. Case study method 

promised to the opportunity to gain the understanding of the key stakeholders and their 

inputs and importance from the persons who are directly participating in NPD activities 

in the company.  

3.2  Empirical research process 

The literature review was conducted for the purpose of establishing the 

framework concerning the influence of external stakeholders from the perspective of the 

manufacturing company. In this empirical research process same topic is studied in real 

life settings in the sponsoring company. The empirical research process is described in 

figure 5. The aim of empirical case study is to collect the primary data which is relevant 

to the study and research problems. In addition to interviews and databases, I also made 

observations while working in the company. Observation as a data collection tool 

entails listening and watching other people’s behavior in a natural setting (Ghauri et al. 

1995). I followed R&D laboratory’s personnel’s work and participated NPD 

participants’ meeting of cost-value comparison of products’ raw materials. As Ghauri et 

al. (1995) describes, for non-participant observations the observer observes in a natural 

setting but is not part of the situation herself.  

 

 

Fig. 5. Empirical research process 

 

When data collection is completed and the interviews are made, the transcripts 

of them need to be analyzed. Content analysis is suitable method for this kind of study. 

It is a method of identifying, coding, and categorizing the qualitative data and primary 

tool for making sense of interview transcripts. I conducted content analysis as 

following: in order to gain high level of familiarity with the data, I listened the 

interviewed tapes and transcribed them. Then I examined each transcript and coded the 

answers to help categorization and comparison across interviews. Then I wrote notes 

about own learning and tried to find data saturation. I knew a pattern existed in the data 

when interviewed persons answered similarly and raised similar issues. The content 

analysis was iterative. Every interview transcript was repeatedly revisited and 

investigated for supporting the findings. Eventually, I had amassed sufficient evidence 

to support the themes of the study and I translated the findings into drawings and text. 

The framework of external stakeholder involvement in the sponsoring company, which I 

present here, explains the generalized view that emerged from the data and my own 

learning. When the empirical research and data analyzation was done, I started to write 
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discussion chapter. In the fourth chapter of the study, the findings from the case 

company are reflected to the findings from the literature. Last phase was to draw 

conclusions and make managerial implications. The last chapter also summarizes whole 

research process and the study.  

In this next chapter, I aim to answer my research question 2 presented as 

follows. The question and the purpose guiding this empirical section is research 

question 2.  

 

Research question 2: 

 

Who are these stakeholders in current new product development and what excellence 

they bring into NPD processes? 

 

In section 3.3 Research environment, I introduce the methods I have used for this 

qualitative study and how the interview study was made. After that I present the 

characteristics of new product development in cosmetics industry and then I present the 

sponsoring company for the purpose of this research. Information and the data found 

from interviews and LUMENE’s internal intranet is classified and represented after, 

containing sections about LUMENE’s NPD process, internal stakeholders, external 

stakeholders, the roles and the importance of external stakeholders, communication 

process and finally, the problems, both with internal and external stakeholders. In the 

last section 3.6, the research question 2, is answered basing to this empirical part of the 

thesis. 

3.3  Research environment 

3.3.1  Interview process 

Interviews were carried out in April and May in 2012. Before I started interviewing any 

NPD process related person from the case company, I first interviewed my thesis 

supervisor, Tiina Isohanni who is working as VP Innovation & Development in 

LUMENE about her experience with the topic.  

The next phase in research was to schedule interviews with the employees who 

are working related to LUMENE’s NPD process, and then possessing the most valuable 

knowledge about company’s NPD processes. The aim of the interviews was to provide 

more comprehensive picture of external stakeholders in NPD process from the 

company’s perspective. I wanted to find out who are the external stakeholders, how are 

they engaged in NPD projects, what kind of information or excellence they bring to the 

process. The questions I asked included parts from recognition of the external 

stakeholders, their involvement in NPD and finding out how to improve external 

stakeholders’ involvement and communication with them in the future.   

As mentioned, I interviewed first the VP Innovations & Development, Tiina 

Isohanni, to get a wide insight in the LUMENE’s NPD process and stakeholders’ 

involvement. Then I interviewed persons who are participating NPD processes in 

LUMENE. The aim was to get persons from every participating team and gain multiple 

perspectives. Most of the interviewed persons were from R&D team: Päivi Mäkinen, the 

head of R&D in hair care; Teija Hyppönen-Paloheimo, R&D manager in makeup 

products; Josefin Backman, R&D manager in skin care products and Essi Arola, R&D 
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manager in packaging. From sales team were interview Jukka Lång, VP sales and Kirsti 

Pihlajaniemi, packaging specialist and purchasing. Elina Kuula, quality manager, 

represented quality assurance and Saija Muona, head of brand marketing and Anu 

Brown head of portfolio in makeup products were interviewed from marketing team. 

Production and supply chain is on Kimmo Parvela’s response, as he is VP supply chain.  

In the interviews, employees first told who are they and what is their job 

description in LUMENE. Then they explained how they are participating the NPD 

process, and in which phases they are involved. They were also asked with who external 

stakeholders they are co-working with, and is the collaboration working well. Then I 

asked interviewed to name all the external stakeholders that LUMENE is using in NPD 

processes. The interviewed persons were asked to draw the stakeholder map around the 

NPD process in LUMENE. As the stakeholder analysis usually begins with 

identification of the stakeholders who are involving the project, the first step in building 

any stakeholder map is to develop a categorized list of the stakeholders. I was willing to 

know in which phase of NPD process each stakeholders is participating and what kind 

of information, services or excellence they bring to the project. The actual interview 

included questions about the stakeholders; their input, communication with them, the 

phases they are participating and if there has appeared some problems in collaboration. 

Once the list is reasonably complete it is then possible to assign priorities in 

some way, and then to translate the highest priority stakeholders into a picture. I also 

wanted to know the importance of each stakeholder (stakeholder’s salience) compared 

to each others, so I asked the interviewed to categorize the stakeholders into three 

categories according to their priorities. There are many way to categorize the 

stakeholders, but I asked the respondents to categorize stakeholders into three levels. 

First level stakeholders are critical key stakeholders and third level stakeholders are 

secondary stakeholders. Second level stakeholder’s importance is between crucial and 

subsidiary. As companies want to improve their operations constantly, naturally the aim 

of the stakeholder analysis has the goal of developing cooperation between the 

stakeholder and the company, assuring successful outcomes for the project.  

I was also interested about internal stakeholders and the communication in the 

house, so I added some questions about LUMENE’s internal product development. My 

aim was to find suggestions how to improve co-working with external stakeholders and 

how to find new business partners, so the last questions were about suggestions and 

wishes for the collaborations in the future and new stakeholders to add into NPD 

projects. The questions were planned to give wide perspective of the NPD process and 

involvement of external stakeholders. Depending on each interviewed job description, 

the interviews gave different point of views to investigate stakeholders’ importance in 

NPD processes.  

I booked from one to three interviews a week. I taped every interview and made 

the transcription after each interview to make sure that every point from interview was 

wrote down. I transcribed each interview almost word to word, which ended up being a 

good decision afterwards. For sure, it was very time consuming to transcribe every 

word, but it helped greatly when I started to go through the interviews later. During the 

interviewing phase, I concentrated just to collect the material and left the other parts of 

the thesis to wait later improvements. That way I could concentrate to make the best out 

of the interviews.  

Each interview took about an hour and the lettering took 2-5 hours per interview. 

I got eleven drawings of the external stakeholders around the NPD project, one from 

each interviewed. I ended up having thirty seven pages of transcribed interviews, which 

was the main material used in this empirical part of the thesis. Based on the data from 

interviews, I build a framework for this empirical part of the thesis. I also got the NPD 
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process chart and gate criteria for LUMENE’s NPD process. I utilized LUMENE’s web 

pages and internal intranet for extra information about the company data.   

3.3.2  New Product Development in cosmetics industry 

The world’s cosmetics and toiletries market is growing year after year reaching 250 

billion Euros in 2011, according to Euromonitor (www.euromonitor.com). The 

cosmetics industry mostly refers to colour cosmetics or makeup segment, but this data 

also includes the sub-segments such as baby care, bath and shower products, deodorant, 

hair care, oral hygiene, fragrances, skin care and sun care. The reasons to maintain the 

growth year after year in the global beauty market is the increasing popularity of 

treatment of the skin and the sun care awareness (Dimitrova et al. 2009). Also product 

differentiation within each market segment assists the growth and more importantly, 

technological innovations and continuing development of the upper mass-market 

segment influences the growth. The current focus in the cosmetics and toiletries 

industry is on innovation. Innovation is not just R&D, and it does not happen overnight. 

Therefore, product innovations within the context of these growth drivers remain central 

to success in the global cosmetics and toiletries industry (Bell et al. 2006).  

As pointed out many times in theory section, consumers are the most important 

assets of the company these days. During the last years, the cosmetics industry has 

changed its managerial and marketing orientation towards customer requirements. One 

reason for that in cosmetics industry is customers’ growing interest to toward healthier 

lifestyle (Dimitrova et al. 2009). Knowledge of the components in cosmetic products is 

a strategic resource for the company, which is coming from raw material or packaging 

producers. One important link between the firm and consumer is information exchange, 

which could contribute to an efficient management of the product performance. 

Dimitrova et al. (2007) write that the information that cosmetic companies have to 

ensure is accessibility to the data of undesirable effects (the report whether undesirable 

effect have been tested and the causal link between the product and the effect have been 

proved) and the composition of the product (The EU’s Cosmetics Directive 76/768/EC 

requires that a list of ingredients has to be provided on labelling). Such kind of 

information increases the level of consumer knowledge and helps for the promotion to 

be adequate and especially in cosmetics industry, the quality of the cosmetics products 

is the most important factor for maintaining the position on the international market 

(Dimitrova et al 2009). 

Cosmetic industry is a very profitable, innovative and fast paced industry where 

product innovation is the key to success. The speed of the change in cosmetics industry 

has always been rapid. The changes in products appear often and every company is 

making cosmetics products launches of new products all year round. That is why a great 

variety of products exist at the maturity stage in the market, even thought the age of the 

product is not old. Therefore, the introductory stage and the growth stage of new entry 

products are shortened because of shorter product life cycles. That means that the speed 

for a new product to reach the maturity stage from introduction is accelerated. 

In the cosmetics industry, the lifecycle of all products varies. Some products 

have a long lifecycles and some only stay in the market for a short period of time. 

Kumar et al. (2006) introduce examples of products with long life cycles to be soaps, 

facial cleansing systems and deodorants and examples of products with short lifecycles 

to be products which are based on colour, for example lipsticks and nail polishes. Long 

lifecycles give obvious advantages and challenges, which are due to product 

performance improvements, aesthetic upgrades, packaging innovations and of course 
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the lower costs are conventions routinely applied to increase market share (Kumar et al. 

2006). Consumers play an important role in determining the lifecycle of the product. 

The life cycle of the products decrease, when the competition in the cosmetics markets 

grows (Kumar et al. 2006). In addition to competition, consumers’ demands and needs 

change over time and to satisfy the consumers, cosmetic firms are forced to innovate 

new products, replace a product, or upgrade its products to meet the demands of 

consumers at all levels (Kumar et al. 2006). 

After a new product is introduced to the market, competitors try to develop 

similar products and introduce them to the same market. In addition, consumers 

purchase them at any time as these similar products are introduced into the market. This 

situation leads the product to reach the maturity stage in a short time. In this situation 

Kumar et al. (2006) say that it is necessary for companies to develop new products 

strategically in order to continually supply products to the market effectively.  

The sponsoring company, LUMENE, as they are operating in fast changing 

cosmetics industry, is facing the requirements of bringing new products to the market or 

improving the already existing products. In their strategy LUMENE, is agreed to renew, 

or bring whole new products to the market, thirty percent of the product selection every 

year. When constantly redeveloping and innovating new products, LUMENE needs 

external help, support, materials and researched knowledge to produce the products. 

LUMENE cannot perform NPD processes alone, the external stakeholders have 

important role in their NPD projects. As the focus is now to find the stakeholders, with 

who LUMENE is now collaborating, the aim of the thesis is also find the possible 

improvement actions, so that LUMENE could utilize the stakeholders better and longer 

the life cycles of the products, and eventually, gain bigger profits. 

3.3.3  LUMENE  

LUMENE is a Finnish cosmetic brand which has a strong heritage in pharmaceutical 

industry. Pharmaceutical plant Orion Oyj established Noiro Oy in 1948. LUMENE used 

to be Noiro Oy until 1970, when LUMENE skincare products and color cosmetics were 

launched in Finland. In 1973 the LUMENE brand became market leader in Finland and 

in 1980’s the popular Lumene Green moisturizers were sold in all Nordic countries and 

in Russia. In 1990’s LUMENE launched the body care range, Lumene body activa, on 

the market and the new ingredients in the products included birch extract, tea tree oil 

and seaweed extract. In 2001 LUMENE was the first cosmetics company in the world to 

start using handpicked wild berries in their products. In 2003 Noiro Oy sold LUMENE 

to two investor funds and LUMENE became an independent company.  

The affectivity of LUMENE’s products is based on pure wild arctic materials 

and ingredients but also on the latest technological innovations in the field, as well as 

LUMENE’s strong pharmaceutical heritage. LUMENE’s overall aim is to use at least 

80 percent natural ingredients in all LUMENE skincare products. Makeup products also 

offer natural alternatives by containing more than 80 percent natural ingredients. 

LUMENE’s goal is to provide as natural products as possible without 

compromising their safety, effectiveness or sensory appeal. LUMENE is researching 

constantly promising new raw materials and technologies in the field in close co-

operation with universities and research institutes in Finland, and also throughout the 

world.  

LUMENE’s ownership is shared between two funds and LUMENE’s 

management team and key personnel. Langholm Capital LLP, which owns 79 percent of 

LUMENE Oy, is a London-based capital investor, focusing on medium-sized buyout 
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investments, making investments to European companies offering services and/or 

products to consumers. In particular Langholm is interested in companies operating in 

industries that promote personal health and well being, offering comfort and freeing 

time from domestic work. The other owner firm is CapMan, which is one of the leading 

private equity firms in the Nordic countries and Russia, with assets under management 

of €3.4 billion. CapMan funds own 13 percent of LUMENE Oy, and the remaining 6 

percent of ownership is shared between management team and key personnel presented 

below. 

 

Lumene Management Team 

 

President and CEO - Tapio Pajuharju 

Vice President, Human Resources - Terhi Ahvonen 

Vice President, Marketing - Ursula Blässar 

Vice President, Innovation & Development - Tiina Isohanni 

Vice President, Lumene Russia - Arina Shabanova 

CFO - Jarmo Korhonen 

Vice President, Sales - Jukka Lång 

Vice President, Supply Chain - Kimmo Parvela 

 

In 2011, LUMENE's net sales amounted to 85 million Euros. Comparing to the 

previous year, net sales increased by 3 percent. The company's EBITDA amounted to 

12.5 million Euros which is 15 percent of net sales. Half of the company’s net sales are 

generated from its home market of Finland and the other half is from the international 

markets. LUMENE has about 530 employees and 330 of whom work in Espoo, Finland. 

LUMENE is operating in home market and international markets. Half of the net 

sales come from foreign markets and the main export countries are in Scandinavia, 

Russia and the United States. LUMENE is a market leader in Finland’s skin care and 

color cosmetics markets. Driven by ability to anticipate and quickly respond to 

consumer and market needs, LUMENE also want become a bold challenger in its key 

markets. 

LUMENE’s highest value lies on customer. LUMENE aims to exceed the 

customers’ expectations by knowing and predicting their needs forehand. The aim of the 

business is to gain the best possible profit and offer an extensive selection of innovative 

and high-quality products. The well-being of the environment is extremely important 

since the product development is based on the use of sustainable ingredients from 

nature.  

3.3.4  NPD process in LUMENE 

The product development practices takes place in Kauklahti, Espoo where all 

LUMENE’s activities are performed. The beginning from the idea generation to the 

manufacturing and after-sales follow-up is carried out by LUMENE’s own personnel. 

Usually completing the whole NPD process in LUMENE, and basically in cosmetic 

industry takes one year to three years. Process is built of little pieces, phases and 

processes.  

Decisions concerning the NPD processes’ execution are made in the milestones 

meetings. Milestone forum participants are the managing team, meaning the managers 

of the company. Other participants are the head of the brand marketing, the heads of the 

product portfolio in skin care and make up and the head of retail marketing. 
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The management team members who are directly related to LUMENE’s NPD 

processes are VP Innovation & Development Tiina Isohanni, VP Sales Jukka Lång and 

VP Supply Chain, Kimmo Parvela. 

Tiina Isohanni is responsible of LUMENE’s new product development strategy. 

She is a management team member and the supervisor of R&D team. She manages her 

R&D team and R&D processes and arranges education for organization if it is needed. 

She is participating NPD processes more in higher level by thinking about future, what 

kind of products LUMENE should develop and produce. She also decides the external 

stakeholders with who LUMENE is collaborating within NPD projects. When 

considering all the NPD projects in LUMENE, she has contact with almost every 

stakeholder. When LUMENE is doing research based co-work projects with research 

institutes (VTT) and universities, she is the spokeswoman from LUMENE. She is 

contacting suppliers, both raw material and packaging suppliers. When it comes to the 

press and new product launches and innovation point of view, she gives the interviews 

the press. One important stakeholder group is legislation and authorities persons with 

who she keeps regular contact. Even if there is possible to affect authorities’ legislation 

work, cosmetics companies can try to affect and promote their own interests. This 

requires acting and collaborating in The Finnish Cosmetics, Toiletry and Detergent 

Association. They promote their members’ interests and inform about new legislations 

and laws in cosmetics and chemical industry. She has also done collaboration with 

different institutes like external testing laboratories and different educational institutes. 

VP Sales Jukka Lång is giving input to NPD process in its different phases. He 

informs about the NPD processes’ needs in different markets and needed product 

volumes for sale. As sales manager, he is responsible of the go-to-market execution, 

follow-up and learnings phases in NPD process, which he supervisors with his team. 

VP Supply Chain, Kimmo Parvela is responsible of the supply chain as a whole. 

Purchasing, production, logistics, quality, safety, real estate, and machinery are on his 

response. He participate NPD process from the beginning until the end of the process. 

He supervisors purchasing, quality assurance during whole NPD process, supervisors 

production and plans the supply chain for new products. 

LUMENE’s NPD process is presented in figure 6. It contains six different 

phases and between them, the management team hold milestones meetings and make 

gate criteria decisions. After picture every phase is presented and gate criteria described 

in detail.  
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Insight & innovation  

 

 

 

Masterplanning 

 

 

 

Concept planning 

 

 

 

Development 

 

 

 

Go-to-market execution 

 

  

 

Follow-up & learnings 

 

Fig. 6. LUMENE’s NPD process. 

Insight & innovation 

The purpose of the first phase of NPD process, Insight & innovation, is to collect and 

analyze business insight in at least 36 months ahead. The aim is to generate lots of ideas 

and options for different business areas through innovation process. Ambition is to 

make information and its implications understandable and transparent. LUMENE has 

innovation galleria for collecting, storing and sharing the existing material. The purpose 

is to present analyzed insight from, i.e. products, packaging, competitors, technologies, 

raw materials, suppliers, research, regulatory and other areas of business. Insight & 

innovation phase can also give guidance for strategic decisions of company.  

Insight & innovation meeting, also known brainstorming meeting, where the 

ideas are generated is arranged twice a year. The participators are from marketing team, 

sales team, people from different marketing areas and the members of R&D team. In 

gate 1, the brainstorming includes talk about what new could be developed in short-term 

and long-term of time. Insight & innovation meeting decisions are represented as 

following (Gate 1.).  

 

Gate 1: 

 preliminary evaluation of ideas  

 decide which ideas continue to masterplanning phase 

 decide which ideas are kept for future and other purposes 

 decide which ideas are rejected 
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Masterplanning 

The purpose of master planning phase is to present a fully integrated three year master 

plan, which includes plans for marketing, product portfolio and retail. The aim is to 

build business case descriptions, which includes consumer needs evaluation and how it 

adds value to consumers and clients. The business case description needs to be in line 

with roadmap and company’s overall strategy. In masterplanning phase, the product 

ideas based on insight are developed further and the searching and evaluation for 

packaging options, raw material suppliers, research collaboration partners and the need 

for arctic ingredients is done.  

In new NPD cases, the aim is to decide the aimed position with own assortment 

and against main competitors. Decisions include whether the products are produced in 

Espoo or bought outside of the company, differentiation from competition and desired 

market coverage. After masterplan approval, the first 12 months of the project is frozen. 

 

Gate 2: 

 project descriptions and consumer needs 

 NPD: technology fit, “make or buy” 

 evaluate business potential 

 define brand fit 

 find critical success factors 

 evaluate risks 

 approve masterplan (go / no-go / change) 

Concept planning 

In concept planning phase, the product concept is created. It includes doing registration 

plans and defining packaging specifications. Packaging planning includes choosing the 

packaging type, filling line, outer package and colours, materials, logos and decorations. 

The objective is to agree on minimum 12 months horizon ahead, but usually concept 

planning phase takes approximately 18 months. In concept planning phase, R&D team 

tests packaging options with product formula so that they work together without 

problems.  

In R&D laboratory chemists have started formulation work for product. In 

concept planning phase, R&D team needs also external help. They use consumer tests to 

get consumers’ insight. In NPD projects, stability, patch skin and efficacy tests are done 

in external testing laboratories to ensure that product’s formula fills the requirements. 

Every NPD project also needs safety evaluation in concept planning phase.  

 

Gate 3: 

 specified business case 

 NPD: preliminary name and claims, technology, active ingredients, price point, 

final “make or buy” decision, consumer tests, ramp-down plan 

 define financial impact and targets 

 decide distribution objectives 

 plan promotion, marketing, PR 

 define consumer and concept test needs 

 approve concept plan for internal implementation 
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Development 

In development phase the R&D laboratory does the finalization to the formula of the 

product. R&D team develops final product claims and decides the shades for products. 

They give INCI list and product warnings for further use and needed documents for 

registration. Marketing team, with some help from R&D team, creates the marketing 

texts and product claims. All the remaining packaging details need to be chosen too so 

that also packaging can be finalized. Registration is done with the help of local 

legislation authorities from where the products are going to be on sale. 

NPD project’s development phase takes six months and during development 

phase, the final presentation of the product, marketing, PR and training is done. If R&D 

team gets alarming result from safety evaluation, skin or efficacy tests, they can make 

the last corrective actions before the mass production begins in next phase.  

 

 

Gate 4: 

 present the final execution plan 

 NPD process: final formula and package, consumer tests, legislation, product 

claims and sheets, stability and safety assessment, documentation, guidelines for 

quality assurance and production 

 final approval for go-to-market execution (go / no-go / change / delay) 

Go-to-market execution 

Go-to-market execution is phase when the products are manufactured in production. In 

this phase it is not possible to make changes anymore, so it is important that 

development work, tests and calculations are made with special care. The aim is to lead 

and ensure that production execution is done successfully and the products are released 

to the market. The product launch is done in collaboration with advertising agency and 

the new products are now available for consumers in stores.  

Follow-up and learnings 

The purpose of the last phase of NPD process is to follow the execution and analyze 

performance in the market. LUMENE gets the sales data from clients and they are also 

involved when considering further actions and options for improvement. It is important 

meet with external research institutions if they were involved, to learn from the past and 

plan next possible collaboration. The objective of the last phase of NPD process is to 

find learning possibilities and recommendations for improvement.  

 

Follow-up meeting: 

 analyze growth and profitability 

 sales-in and sales-out data 

 investigate clients’, consumers’ and internal feedback 

 product targets, retail penetration and instore visibility 
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3.4  Stakeholders in empirical process 

3.4.1  Internal stakeholders in NPD process 

In LUMENE, departments who are involved in new product processes are R&D, 

marketing, quality assessment, production, purchasing, sales and regulatory. R&D team 

is responsible of the NPD process execution which was presented in section 3.3.4. Their 

main responsibility is to develop the new product formula for production. Also 

packaging design belongs to R&D team. 

Marketing team gives ideas, input and feedback to the NPD process. They create 

marketing concepts for new products in collaboration with advertising agencies. R&D 

team is responsible of product claims and marketing team creates the marketing claims 

based on them and texts to packages. Marketing team is also participating when the 

outlooks of the packages are designed.  

Quality is considered in every operation in LUMENE. Interviewed quality 

manager is responsible of quality system and quality assurance. When NPD team uses 

new raw materials, she negotiates with NPD laboratory chemists about new quality 

specs. Quality assurance team tests new packages and quality team participate in NPD 

process in development phase and especially in production phase they have big role to 

perform tests and make sure that all requirements are passed as required and if there is 

something wrong they need to find the reason and make sure that corrections have taken 

care of the problem. R&D team gives quality assurance the specs and quality assurance 

tests and measures new product, so that products can be released to the markets. 

Production team participate NPD projects when planning of production begins. 

Project’s feasibility is considered first, if is it possible to produce the developed 

products or should plans be considered and changed. Then the team have to estimate is 

it cost-effective produce products in Espoo or should some parts be bought from 

subcontractor. 

Purchasing department is always participating NPD projects. Every new NPD 

project need new raw materials and new package materials. They put out to tender 

suppliers and subcontractors and then make the orders. 

Sales department co-operates closely with marketing team. Sales team gets 

information from clients that in which price category LUMENE is operating in each 

country’s markets. That information is later analyzed and used in marketing and 

portfolio management. LUMENE is aiming to be a semi selective cosmetic brand, and 

marketing team tries to find and catch the targeted customer groups. It is sales team’s 

task and responsibility to create and find the channels to reach the customers and sell 

the products. 

Regulatory team take care that product’s legislation issues are obeyed in every 

country where products are sold. Every country has their own legislation, so regulatory 

has to always be up to date about new laws and regulations.  

3.4.2  External stakeholders in NPD process 

In interviews, the interviewed were asked to name all the external stakeholders who are 

participating and affecting LUMENE’s NPD process that they can identify. In table 2 

stakeholders are categorized according how many interviewed person identified and 

mentioned stakeholder in the interview and after that each stakeholder is presented. 
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Table 2. Stakeholders’ identification. 

MENTIONED 

(times) 

 

STAKEHOLDERS 

11 Research institutes (VTT/universities) 

10 Raw material suppliers 

9 Packaging suppliers, legislation help/authorities 

8 Consumers 

7 Clients, advertising agency 

5 External testing institutions/laboratories 

4 External specialists, trend agencies, associations and 

federations, research institutes (consumer/market research) 

3 Trade fairs, subcontractors 

2 Distributors, National Board of Patents and Registration of 

Finland, Mintel market research information, The Finnish 

Cosmetics, Toiletry and Detergent Association, 

competitors, machinery suppliers, press, educational 

institutes 

1 Translation agency, Lumene club, chemical industry 

(safety/environment), customs, social media, owner 
 

Research institutes (VTT/universities) 

New product ideas are often based on innovations of new raw materials. The importance 

of different research institutes cannot be highlighted enough. VP Innovations & 

Development, Tiina Isohanni is the person who is responsible of the collaboration with 

research institutes. She is the spokes person from LUMENE when it comes to the co-

work with research institutes. Also R&D managers in skin care and makeup products 

are co-working with institutes and universities and using the information in 

development work. 

Research institutes are great sources of input to the NPD process: they can 

provide ideas, new materials to use in cosmetics products, important information and 

data, and wide background research. The collaboration is usually based to bringing a 

new raw material to cosmetics use. The information that research institutes can provide 

about the new material is scientifically researched, tested and proved. If institutes can 

provide good testing results, LUMENE uses them in NPD projects. One business 

advantage is that LUMENE can use phrase: “developed in collaboration with VTT” in 

product’s marketing claim, which gives LUMENE credibility in the eyes of consumers, 

and therefore competitive advantage compared to the competitors. 

  If LUMENE is seeking and planning to use a new raw material in their products 

then they can turn to research institutes to ask for help, information and if the material is 

already researched and tested and if is it suitable for cosmetics use. Product claims are 

always based on researched and tested data and institutes have important basic 

background information about raw materials. 

One good example of co-operation with research institute is recently made 

collaboration with VTT. The product family utilizing cloudberry and apple stem cells is 

developed together with research institute VTT. The project was about taking the 

cloudberry and apple stem cells into cosmetics use and developing products based on 

these new raw materials. The product family is now in the market and brought 
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something really innovative into cosmetics industry. In respect to collaboration, 

LUMENE has applied a patent for innovation and the patent process is pending at the 

moment.  

Research institutes and universities also make different kinds of analyses which 

LUMENE cannot perform alone without help. They give information what kind of 

researches is previously done in academic field and has it started a trend in some field of 

industry. Many of the current trends in cosmetic products have previously been trend in 

food industry, from which it moves to the other fields. Universities can also help to 

build new technology whether it is used in production, testing or in development work.  

Raw material suppliers 

R&D managers in skin care and makeup products are working closely with raw material 

suppliers. LUMENE has two kinds of raw material suppliers: the active raw material 

suppliers and the bulk material suppliers. Active raw material suppliers offer unique and 

effective ingredients which give the products their qualities. In the products the amount 

of active raw material is usually relatively low. The active raw material is expensive but 

it effects already in little quantities. The latest researches are usually made of the active 

materials and innovations are based on them. Active materials are added into the 

product’s base ‘bulk’ material. When thinking only the amount of materials of the 

products, the bulk is major part of them. Therefore, bulk materials are important to 

tender and compare if the aim is to save money.  

The list of suppliers of active raw materials is wide because LUMENE is 

constantly seeking for new innovative ingredients to use in cosmetics products. With 

bulk material suppliers LUMENE usually does long-term collaboration. Therefore, both 

parties know what other have to offer and what other needs. It stood out from the 

interview that the amount of collaboration with active raw material suppliers should be 

increased but collaboration with the bulk raw material suppliers has no need for that. 

LUMENE should concentrate to find best suppliers with best prices, supply chain and 

reliability of deliveries with bulk materials suppliers. 

Purchasing department is working closely with suppliers because tendering the 

price is an important phase of the business which done with the suppliers. It was 

mentioned that it is also important to pay attention into the size of supplier companies 

so that LUMENE is not too small organization for them, meaning that LUMENE gets 

good customer service. Small companies can get poor service because sometimes 

suppliers concentrate to serve the companies who make big orders. 

As mentioned earlier, LUMENE can get ideas to new products from raw 

material suppliers. Usually, the innovation of the product is based on raw material; 

whether it is a new material or it is used in a new way. Suppliers can help LUMENE’s 

R&D chemists with receipts and they provide support to formulation work. Raw 

material suppliers are experts of raw materials’ qualities and usability. LUMENE uses 

supplier’s know-how and research and testing results in cosmetic product’s developing 

work. Together with supplier’s chemists LUMENE’s R&D team creates and develops 

new products to the market. Suppliers also help to build the claims for new products. 

LUMENE gets help and tips how to test the products because suppliers has tested used 

raw materials before selling that for further use. They can help with legislation issues of 

raw materials and the product, and LUMENE can always ask for help and usually 

suppliers are willing to help to keep paying customer satisfied. Co-operation with 

LUMENE is an interesting business opportunity to the suppliers, so therefore they are 

willing to serve customer.   
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Suppliers are also good source of trends. R&D managers have found the trend 

shows about raw materials, colors and scents very useful. Suppliers know what is trend 

at the moment and what kind of new innovations are going to be used in the future. And 

even if LUMENE is not interest of supplier’s active raw materials, LUMENE can still 

ask for a recipe, and get inspired of it and develop ideas and own recipes further. 

Packaging suppliers 

R&D Manager of Packaging, Essi Arola is working closely with packaging suppliers. 

She is responsible of technical functionality of the packaging throughout the product 

life-cycle. Together with suppliers Essi defines the package requirements. The purpose 

of co-operation is to find new innovative packaging options by following market trends 

and latest supplier’s innovative offerings. Collaboration begins with having a 

conversation about what is possible to make and what kind of different options there is. 

Packaging technology is developing constantly, which provides new possibilities and 

new options to choose from. Purchasing is the other department which has contact with 

packaging material suppliers when it is time to tender suppliers and makes orders. 

Packaging suppliers bring big amount of knowledge of package design and 

development into NPD projects. Packaging materials and packaging solutions are 

developing all the time. Suppliers know new trends and technologies to manufacture 

new kinds of packages. New raw materials and different combinations are used in 

products which require from packaging materials new qualities. All the time have to be 

careful, there might appear unexpected surprises when handling new bulk material. 

Therefore, testing phase is important to prevent unexpected chemical reactions and 

stability problems. There is also one important point of view to consider; the 

conservation of environment. The further usage of package materials has to be noticed 

in every project. 

  It is relatively rare but a new product idea can also begin from the new package. 

LUMENE is refreshing the lookages of the products constantly. LUMENE improves 

packages many ways and the change can appear in i.e. cost-efficiency, prices, outlook, 

products’ usability and new outstanding packages.   

Legislation help/ Authorities 

Raw materials and products have to fulfill the requirements for cosmetic products the 

whole life-cycle of the product. Therefore, the legislation is affecting the whole NPD 

process. Legislation help from authorities can be used during the NPD process to ensure 

that all the changing regulations are used in the new products and in the product claims. 

EU’s legislation for cosmetics products is changing fast, so therefore LUMENE has to 

observe the changes and always be up to date about cosmetics legislation. Authorities 

can make check-ups during NPD processes and they are monitoring products on the 

market so legislation issues are part of every NPD project. 

Registration help is used when LUMENE imports new products outside of the 

Finland’s boarders. Every country has their own laws and registration requirements for 

cosmetics products. LUMENE has distributors for example in Russia, Sweden, Norway, 

USA and Chile. Registration helps LUMENE to supply the product to each country 

without violating the laws. Registration help is already important when it is decided in 

which countries the products are released. 
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Consumers 

Consumers are company’s highest value. All products are made for customers to fulfill 

their needs. The strategic aim of LUMENE’s NPD processes is to find what kind of new 

innovative products LUMENE could offer to consumers. LUMENE desires only to 

develop what consumers want. In some NPD projects, LUMENE has involved 

customers in ideation phase of NPD project, i.e. in Natural Code cosmetic family. More 

often consumers are used to give feedback in concept development phase or when the 

products are already in the stores. 

In most of the previous NPD projects, LUMENE has collected feedback and 

involved consumers in concept planning phase to help decide the product’s name, 

desired package and to give a viewpoint to what kind of products LUMENE should 

focus to produce. Testing concepts, packages and content of the product is an important 

part of concept planning phase. Consumers give feedback of scents and fragrances, 

product’s functionality, product’s sensory feelings, and if there is any suggestions how 

to improve the new product before R&D team can move forward in NPD process. 

When developing the bulk material or the formulation of the product, consumers 

cannot participate those phases of the NPD process because it is too complicated for 

consumers. The development and formulation phase is done with the experts. 

Consumers’ opinions of the scent and sensory feeling are collected and that way they 

can affect developing phase.  

LUMENE also asks and collects feedback from consumers about the products 

when they are already in the market. Feedback is mainly in form of reclamations which 

comes via emails and the counsels who are representing LUMENE in the stores. Minor 

of the feedback that LUMENE gets is positive, even though it is important to R&D team 

to know which products are popular and liked among consumers.   

Clients 

Clients, such as big department stores Stockmann, Sokos, Anttila and City Market to 

name a few, are sales department’s biggest and the most important external stakeholder 

group to co-operate with. Clients are served differently, depending on the size of the 

client. LUMENE’s sales team pays attention to the size of the client and plans how 

much time and resources the team can use to each. The aim is to co-operate with the 

biggest clients and build a long-term partnership. LUMENE arranges meetings with 

clients three to four times a year in Finland and in other countries less often. Client 

meeting participators from LUMENE are from different departments, i.e. from sales and 

R&D team and the Heads of the portfolios. 

In some projects clients have participated NPD processes as idea sources and co-

creators. For example, the new Lumene Lab project has included the big Finnish 

drugstore chain’s participation already in the concept planning phase. More often clients 

give to LUMENE important sales and out-selling data in follow-up phase, and that data 

sales team can utilize later in NPD projects.   

Clients are great source of information when examining the success of NPD 

project. Clients give feedback how LUMENE’s products sell in the stores, which 

products are the best sellers and which ones are not popular among consumers. They 

also give feedback and ideas how to improve product, which information can and 

should be used in new NPD projects. Clients know when to launch the products because 

stores have their own selling cycles. The timing of the launch can either break or make 

the innovation. For example, before Christmas many companies launch new products 
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because consumers often give cosmetics products as presents. Also, different kind of 

packages including several products, are brought to the market during Christmas time 

and before mother’s and father’s day.   

Advertising agency 

LUMENE’s advertising strategy includes the use of external advertising agency. 

Company has consolidated all of its advertising into single advertising agency intended 

to increase the effectiveness of advertising. LUMENE used to have in-house advertising 

division, but the shift to use of outside agency has brought new energy to brand’s 

advertising. The advertising agency, which LUMENE is using, knows LUMENE’s 

brand thoroughly and understands company’s requirements in big picture. Advertising 

agency participates NPD process usually already in the beginning of the projects 

because they have ideas how to create whole concepts. Advertising agency is strongly 

participating go-to-market phase because they are one of the key success participants of 

the new product launch.  

Advertising agency creates wanted concepts and marketing plans based on the 

brief that LUMENE has given to them. Therefore, the briefs should be made carefully 

and the desired details described accurately; good quality briefs ease advertising 

agency’s work. 

Advertising agency also helps to build product campaigns, in which every detail 

is covered and campaign is entirely complete. Advertising agencies do innovative 

ideation work which LUMENE does not have excellence in the house. When launching 

new product families, it is important to consider what kind of image the products are 

meant to establish among consumers. For example, the products developed for young 

consumers are more affordable than the products which include special active 

ingredients, and therefore are marketed as little more luxury products, has different 

kinds of campaigns and images.  

R&D Manager of Packaging and Heads of Portfolios are working closely with 

advertising agency when designing new packages to LUMENE’s products. They 

mentioned in interviews that co-operation works well enough. Sometimes there might 

appear some difficulties and time delays because the advertising agency, which 

LUMENE is using, is not specialized into package development and that causes 

sometimes misunderstandings. Advertising agency might overrun the budget and what 

is even possible to do in practice. LUMENE has to be careful and inform advertising 

agency because sometimes copywriters in the agency are not familiar with the 

legislation of cosmetics products. It is strictly settled in legislation what can be printed 

to the cosmetics packages.  

Media agency is also sometimes part of the NPD process. LUMENE’s marketing 

team is doing co-work with media agencies. R&D team is not directly doing 

collaboration with media agencies and needed information goes through the Head of 

Brand Marketing who is collaborating with media agencies. Media agencies help to 

build positive media visibility in different medias to reach the targeted consumer 

groups. 

External testing institutions/laboratories 

LUMENE’s R&D team does close collaboration with external testing laboratories and 

institutions. External testing institutions are commercial companies; therefore relatively 
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often they contact LUMENE and offer their services. In cosmetic trade fairs, testing 

laboratories and institutes are representing their companies, and from there LUMENE 

can get new contacts and get familiar with them. LUMENE’s quality assurance does 

also collaboration with external testing laboratories. There are tests which are required 

to do before products can be released to the markets. LUMENE’s quality assurance or 

another department cannot perform all the complicated tests. Therefore, LUMENE is 

using external laboratories to perform the most complicated tests.  

LUMENE buys specific kinds of testing services from external testing 

institutions. It is very important to do tests during the NPD process so that all the 

product requirements are fulfilled. The tests which are done in external testing 

institutions are i.e. spf-test, microbiological test and efficacy tests. Every NPD project 

and new product need to be evaluated for its safety as cosmetic product. Therefore, 

LUMENE buy safety assessment tests from external institute. 

Usually testing institutions are eager to help and locate the reason for the 

problem, if there is something alarming in test results. LUMENE can do collaboration 

with institution to find improvement options and develop the NPD process. 

External specialists 

Consult co-operation has turned out to be very helpful to LUMENE. They bring their 

excellence from their own field and can offer more specialized excellence which 

LUMENE does not have in the company. External consult help is not used in every 

NPD project. In LUMENE’s latest new product serie launch (Lumene Lab product 

serie) dermatologists were utilized to give their excellence and knowledge. Lumene Lab 

products are sold in pharmacies, so therefore the products have high requirements and 

dermatologists were giving support to develop desired products. For R&D team, 

toxicologists are also important specialists group to give help and support. 

Beauty advisors are one example of external specialists. Beauty advisors are 

representing LUMENE’s products to consumers. They have good knowledge of the 

products and they are helping customers to find suitable products. Advisors are working 

in the stores where the products are sold and they see how new product are accepted and 

how well sales begins. They also collect feedback from consumers and transmit 

information to R&D team. LUMENE always desires to learn from the feedback and 

uses it later to improve the NPD process.  

Trend agencies 

Trends and trend agencies are good sources of ideas. It is crucial to follow the trends, 

not only in cosmetics market, but also in other fields. Cosmetics companies are 

interested in fashion and food industries, from where many of cosmetics trends have 

started. Trend agencies bring information of trends in the markets at the moment and in 

the future. 

It is very important to predict the future trends because releasing new products 

to the market takes time. The whole NPD process lasts from one to three years, when 

the product is developed and launched to consumers’ use. It is important to know, when 

starting a new project, that products have demand in the future. 

The trends in cosmetics industry are not the same all over the globe; trends are 

moving. Very many trends in cosmetics products, i.e. in makeup and skin care products 

are invented and got started in Asia. Big trendsetter countries in cosmetics industry are 
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China and Japan. Some of R&D managers in LUMENE have followed cosmetics trends 

for decades and have noticed that it usually takes two to three year the trend to move 

from Asia to Europe. It is reasonable to follow the trends all over the world because the 

biggest trends will probably move to Europe and Nordic countries in some time frame. 

Two to three years prediction is achievable time to put the trends into practice in 

cosmetic products’ NPD. 

Associations and federations 

Finnish allergy and asthma federation admits the allergy logo to the products which are 

fragrance free and extra sensitive. Federation sets the requirements for ingredients and 

products. The aim is to provide products for asthmatic and allergic consumers, so that 

they would not get reactions of the products. The other reason to use the logo is that the 

products are easy find in the stores and consumers can trust tested products’ high 

quality. Finnish allergy and asthma federation helps if there are problems with raw 

materials and also informs about the product requirements how to earn the logo. Other 

important knowledge source is The Finnish Psoriasis Association. 

Associations and federations can be participating NPD process if the project is 

about of developing new products targeted to allergic consumers. Federations help to 

build the claims for the products and they give information about what should be taken 

into consideration when writing the product scripts. They inform what has to be printed 

on the package and the product.  

Research institutes (consumer/market research) 

LUMENE uses market research institutes to find out what is happening in the markets 

and what kind of other cosmetic companies’ products there are. Institutes can do 

research of competition situation and how LUMENE’s products are accepted in the 

market. LUMENE can decide what kind of information it needs to institutes to research. 

Depending on the aim of the research, LUMENE gets information and the answers 

which are helpful and informative.  

Consumer research institutes bring exact information of customers and what 

kind of products they want to use. The purpose of using consumer research institutes is 

to find out consumer behavior in the cosmetics market. It is worth of noticing that 

sometimes consumers do not know what kind of products LUMENE should develop 

and main responsibility should always be on the head of the products shoulders. The 

results of the consumer behavior research are very useful when predicting and planning 

future but there results should be interpreted and construed correctly.  

Trade fairs 

Cosmetic trade fairs are one of the best places to get new product ideas. Suppliers are 

representing their new raw materials, products and production equipments. LUMENE’s 

personnel participates yearly big international cosmetic trade fairs where they meet new 

and old suppliers. R&D team’s members from LUMENE also meet external testing 

institutions and competitors in the fairs. New raw materials, innovative ingredients and 

cosmetic product trends are represented same time in the same place. Fairs are also 

good place to socialize and meet new people through cosmetics industry all over the 
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world. The best input to the NPD process from trade fairs is to get new ideas for the 

products and see what other competitor firms are doing.  

Subcontractor 

Subcontractors are important stakeholder group for LUMENE already from the 

beginning of the NPD process, because some products cannot be developed and made 

without them. Some products or parts of the products are bought from external 

subcontractors.  

First LUMENE seeks subcontractors who offer the products that LUMENE 

needs. Then purchasing asks for offer from subcontractor companies. It is important to 

tender the contractors first. Companies are compared and the decision are made based 

on different attributes; compared qualities are obviously price, quality of the products, 

functionality, and how easily products are shipped to Finland and what kind of possible 

customs penalties are charged. 

Collaboration with subcontractors includes that LUMENE’s representatives go 

to do audit in subcontractors factories. They also arrange meetings every now and then, 

but there appeared a wish for improved collaboration and more regular meetings in the 

interviews.  

Distributors 

Distributors are important to LUMENE because they enable the sales of LUMENE’s 

products in their stores. The meetings with distributors are arranged yearly, in Nordic 

countries twice a year. LUMENE has distributors i.e. in Finland, Sweden, Norway, 

Russia, USA and Chile. In some countries (i.e. Finland, Sweden, USA and Chile) 

LUMENE works straight with distributors and some countries (i.e. Poland and Ukraine) 

they collaborates with company who contacts with distributors.  

When working with foreign distributors, they might want different kind of new 

products than LUMENE is currently developing. Some phenomenon and trends are 

typical to certain countries. Some products developed to Nordic consumers and their 

skin, are not the best options to Central Europe or Chile and USA. The differences can 

appear in used raw materials, in sun block or different tones of makeup products.  

Important asset of collaboration with distributors is to collect feedback of new 

product launches, if it was successful and did everything go as planned. Distributors 

also provide information of the functionality of products. 

National Board of Patents and Registration of Finland 

LUMENE is bringing new raw materials into cosmetic product use few times a year but 

it is very rare that NPD projects include applying a patent for the new raw material. 

Patents protect innovations which are developed in LUMENE or in collaboration with 

research institutes. Patents protect raw material or technology, so that competitors 

cannot try to take advantage of them in their own products. 

  LUMENE has applied patent for new innovation twice in 2012 and applying is 

on R&D team’s response. Applying a patent is a long and complicated process, and 

relatively seldom done in LUMENE. To NPD process, National Board of Patents and 

Registration of Finland offer variety of advisory and information to utilize in idea 

generation or conceptualizing phase.  
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Mintel Market research information 

Every NPD process begins with information research, whether it is internal or external 

research. These days, internet is the most used source of information for new product 

development. One of the information programs which LUMENE is using is Mintel 

Market research information. 

Mintel market research information provides information worldwide. Mintel 

provides high quality global insight into consumer trends, product innovation and 

competitive marketing strategies. Mintel databases, analysis, and forecasts are 

accessible only to its clients and students in participating university libraries. Some 

examples of Mintel databases are i.e. Mintel Global Market Navigator (GMN) provides 

market size, share and forecast data for thousands of consumer goods markets 

worldwide, and Mintel Global New Products Database (GNPD) which is an online 

database of new fast moving consumer goods, also known as consumer packaged goods. 

Over one million records from more than 50 countries provide product ingredients, 

nutrition facts, packaging, distribution and pricing information. Mintel GNPD IRIS 

database allows users to differentiate successful and unsuccessful product launches. 

(www.mintel.com) 

Mintel information program has specialists who come to LUMENE’s office in 

Espoo. Specialists arrange workshops to LUMENE’s teams and educate LUMENE’s 

personnel how to utilize Mintel. Specialists teach how to use it, search information and 

how to interpret the data. The co-operation has worked well, and Mintel has been a very 

useful tool for R&D team. 

The Finnish Cosmetic, Toiletry and Detergent Association 

LUMENE is a member of The Finnish Cosmetics, Toiletry and Detergent Association. 

LUMENE works with competitors and other cosmetics companies through the 

Association. Within some issues, it is all companies’ advantage to stick together and 

promote issues together. That way companies can affect to legislation issues and raw 

materials evaluations. It is almost impossible, or very unlikely, to be able to affect to the 

authorities alone.  

The key tasks of the Finnish Cosmetic, Toiletry and Detergent Association are to 

promote the best interests of its members. LUMENE and especially R&D team also 

uses the Association as information source because the Association is up to date of the 

cosmetic requirements and legislation. 

Competitors 

Like every other company, LUMENE has its competitors in the market. LUMENE has 

both domestic and foreign competitors. The main competitors are from abroad because 

there are not other cosmetic companies, as big as LUMENE, in Finland. LUMENE is 

not directly doing collaboration with competitors, but most of the cosmetics producers 

in Finland are members of The Finnish Cosmetics, Toiletry and Detergent Association, 

and through the Association the competitors are in contact with each others. In Europe, 

similar interest group is Colipa Personal Care.  

In cosmetics industry, competitor companies use same research institutions, 

external testing laboratories, subcontractors and information sources (i.e. Mintel). 

LUMENE is also using same suppliers than competitors, meaning that LUMENE and 
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competitors are indirectly connected to each others. Most of the companies producing 

cosmetics products are linked somehow to others; every company is operating in a large 

net on the market. Companies use same suppliers, raw materials and packaging 

material, only with little differences. Cosmetic companies also use same innovations 

and tools in their production machinery. If some supplier has developed i.e. new surface 

processing technology then LUMENE will probably utilize it later. The same 

technology has probably been used in big cosmetic brand’s factories earlier and other 

brands have noticed that it works well, so they will give it a try easier.  

Competitors are also one source of ideas. LUMENE is usually a follower when 

it comes to use of new innovations in their products and production. LUMENE is not a 

huge multinational firm. There are always huge investments required in new 

innovations, testing and implementing them to products or production. Also marketing 

requires big investments to market new innovations, so that new products would reach 

clients, press and consumers. LUMENE follows the first wave leaders, and try to utilize 

their campaigns making new innovations known. Therefore, LUMENE tries to take 

advantage of competitors in the same markets.  

Machinery suppliers 

Machinery equipment suppliers have very important role in production phase when all 

product development work is already done. Although, machinery suppliers are 

important stakeholder already in the earlier phases of the NPD process. Machinery 

suppliers set what is possible to produce and what should be considered already in the 

development work. R&D team needs the information from machinery suppliers but it is 

VP Supply Chain who usually co-operates with machinery suppliers and informs R&D 

team.  

Machinery equipments are big investments, so naturally LUMENE uses 

equipments they already have in the factory, and investments in new machinery are 

rarely done. If any problems appear in production or machinery equipments breaks 

down, suppliers are taking care of the fixing. They also take care of the installation of 

machinery, give education for using the equipments and help if it is needed. 

Press 

Press is a very important stakeholder when launching new products. The biggest interest 

and challenge for LUMENE is to get the press interested in the new product because 

LUMENE uses press to reach the consumers. The aim is to get positive press visibility 

in the magazines, TV, internet and social media, which makes LUMENE known as a 

brand.  

VP Innovation & Development, Tiina Isohanni, is the person who has contact 

with press if the articles in magazines are concerning new innovations, the safety of the 

products or raw materials used in the products. She also gives help for editors if 

cosmetic product expert’s viewpoint and knowledge is needed. Otherwise, marketing 

team conducts marketing and advertising in magazines. Always, when LUMENE 

launches new products, they arrange releasing meeting with press and give information 

about new products.  
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Educational institutes 

Educational institutes, such as beauty and cosmetology schools, are not participating in 

every NPD project. When LUMENE is making collaboration with educational 

institutes, in interviews it was mentioned that collaboration is more like ”good will” 

project which means that LUMENE is not getting any innovational input to the NPD 

project. It might be that institutions get more out of the collaboration than LUMENE 

does. LUMENE also gains some advantage, for example help and feedback of the 

products. LUMENE gets good reputation and visibility and if the advantages cover 

expenses then LUMENE should uphold the collaboration. Experts of beauty branch are 

working in cosmetology schools, and therefore the feedback from them can be very 

useful and professional. 

Translation agency 

Translation agencies’ help is used to translate the product scripts. LUMENE has a lot of 

distributors abroad; in Nordic countries, Russia, USA and Chile. Therefore, LUMENE 

needs scripts also in Swedish, Norwegian, English and Russian. It is important that the 

scripts and translations are correct. Legislation in each country requires that also texts 

on packages are in country’s native language. 

Because some of the clients are from abroad, also product shows and 

presentations are done in English. It is important that language is fluent and there are no 

mistakes. Stylish language gives good impression of the company, so that is why it is 

important to let experts correct the texts.  

Lumene club  

Lumene club is a group of consumers whose help LUMENE uses during NPD project. 

The members of the group are asked to test the developed product. The club members 

have experience of testing cosmetic products. Therefore, they can provide very useful 

feedback of the products. They can tell if the product is good in use, functional and if 

the fragrance is good or strong, and how is product’s sensory feel. LUMENE utilizes 

Lumene club before they start the production. Depending on the feedback, R&D team 

can still make changes in the products. As the club members have tested the product for 

years, R&D team finds the collaboration useful.  

Chemical industry (safety/environment) 

LUMENE’s cosmetic products are made of chemical ingredients and raw materials; 

therefore safety in production comes in first hand. Safety legislation is very strict in 

chemical industry, so public authorities are monitoring the compliance of laws in the 

production.  

VP Supply Chain Kimmo Parvela is responsible of the safety in production. He 

keeps contact with authorities, and co-operation has worked well. Authorities give 

information of laws and requirements, and they are always willing to give help and 

answers when needed.  

From safety perspective, chemical industry’s authorities give interpretations of 

laws and they give help and instructions how to handle i.e. flammable and explosive 
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liquids. The main purpose is to ensure that production is safe for personnel and 

chemicals are handled correctly.  

Customs 

Raw materials of products are usually ordered from abroad. From customs LUMENE 

gets information what requirements raw materials have; can LUMENE order material 

straight to Finland or should it be ordered through some intermediates. Some raw 

materials are forbidden to import to Finland and then LUMENE has to seek other 

options. Customs can also collect fees and charges if materials are outside of Europe.  

Social media 

Social media is one communication channel to reach consumers. When it comes to NPD 

processes and new products, LUMENE is using social media relatively little at the 

moment. In interviews, it was mentioned few times that LUMENE should utilize social 

media more and skillfully. Social media is a big trend at the moment, and it is probably 

going to be even more popular in the future. Communication department is responsible 

of social media relations. They plan how to reach customers and what kind of messages 

LUMENE Oy wants to give. Although, marketing team is the one creating the image of 

products. 

 Owner 

LUMENE’s ownership is shared between two funds (Langholm Capital LLP and 

CapMan) and LUMENE’s management team and key personnel. Owners are co-

creating long-term strategy for LUMENE, and NPD processes are important part of 

commercial process and strategy. Owner funds are not participating NPD projects as an 

active stakeholder, rather affecting indirectly as passive stakeholder. 
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3.4.3  Roles of the stakeholders 

Interviewed twelve employees from LUMENE named the external stakeholders who are 

participating LUMENE Oy’s NPD processes. Those stakeholders are categorized into 

six different roles to support and give input to the process (figure 7). 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

Fig. 7.  Stakeholders’ roles in LUMENE’s NPD process 

3.4.4  Stakeholders’ involvement in NPD process 

In interviews, the respondents were asked to determine in which phases different 

external stakeholders are involving LUMENE’s NPD process. Based on the results of 

the interviews, in this section every phase’s participators are categorized. In each phase 

there are different stakeholders participating (table 3). Some of the stakeholders 

participate many phases, some of them just once, depending on the role of the 

stakeholder. After that, every phase of NPD process is described, and covered 

concerning about what kind of excellence, help or knowledge stakeholders provide in to 

the process. The passive stakeholders, i.e. owner and legislation, are affecting in the 

background throughout the whole NPD process. 

Table 3. External stakeholders’ involvement in different phases of NPD process. 

Insight & innovation Research institutes (VTT/universities), 

raw material suppliers, packaging 

suppliers, clients, consumers, Mintel, 

competitors, trend agency, trade fairs, 

research institutes (consumer/market 

research), federations and associations, 

Media / Visibility 

Advertising agency 

Press 

Social media 

 

Advisory / Help 

Legislation help 

Ext. testing laboratories 

Ext. specialists 

Associations & federations 

Research institutes 

(consumer/market research) 

The Finnish Cosmetics, 

Toiletry and Detergen 

Association 

Lumene club 

Translation agencies 

Educational institutes 

National Board of Patents 

and Registration of Finland 

 

 

Market stakeholders 

Consumers 

Clients 

Distributors 

Production enablers 

Raw material 

supplier 

Packaging suppliers 

Machinery suppliers  

Subcontractors 

Idea sources 

Research institutes 

(VTT) 

Consumers 

Raw material suppliers 

Packaging suppliers  

Trend agency 

Mintel 

Competitors 

Trade fairs 

 

 

 

Passive stakeholders 

Authorities (legislation), owner, customs, chemical industry (safety/environment) 
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patents, legislation, owner 

Master planning Research institutes (VTT/universities), 

raw material suppliers, packaging 

suppliers, consumers, clients, advertising 

agency, subcontractors, research 

institutes (consumer/market research), 

legislation, owner 

Concept planning  Research institutes (VTT/universities), 

raw material suppliers, packaging 

suppliers, clients, consumers, external 

testing laboratories and institutes, 

external specialists (dermatologists), 

advertising agency, registration 

help/authorities, research institutes 

(consumer/market research), federations 

and associations, subcontractors, patents, 

legislation, owner 

Development Raw material suppliers, packaging 

suppliers, clients, consumers, external 

testing laboratories and institutes, 

external specialists (dermatologists), 

machinery suppliers, advertising agency, 

registration help, customs, 

subcontractors, Lumene club, translation 

agency, legislation, owner 

Go-to-market execution Clients, consumers, advertising agency, 

press, social media, distributors, 

legislation/authorities, external 

specialists (counsels), owner 

Follow-up & learnings Research institutes (VTT/universities), 

clients, distributors, consumers, 

advertising agency, press, social media, 

research institutes (consumer/market 

research), external specialists (counsels), 

legislation/authorities, owner 
 

Insight and innovations 

In theory part of the thesis, it was introduced that idea generation phase should been 

done in collaboration with different stakeholders in order to have as many point of view 

as possible. Typically brainstorming participators are management team and some 

members from R&D department and marketing department. In brainstorming meetings, 

input and product ideas are derived from i.e. consumers, competitors, external sources 

and market researches. Integrating consumers’ inputs as early as possible, as a part of 

idea generation, their input provide valuable help and knowledge throughout the rest of 

the product development process. 

In LUMENE, the project of new product development begins with researching 

knowledge, both internally and externally. Mintel market research information is good 

source information and also knowledge from National Board of Patents and Registration 

of Finland is utilized in LUMENE’s NPD. Some projects require use of consults, which 
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are providing background information, help and support. Ideas for new products can 

also be found from trade fairs, trend agencies, nature or suppliers.  

Research institutes and universities are good source of new product ideas, 

detailed knowledge and researched data which LUMENE does not have inside the 

house. New product or product family ideas can base on institutes’ researches about raw 

materials which are going to be used in cosmetic products for the first time. Therefore, 

research institute or university participate NPD process already in the ideation phase. 

Because products are made for consumers, LUMENE is making every decision 

and plan consumers in mind. LUMENE considers to whom the products are for and 

what is the desired target group. LUMENE cares about consumers’ opinions and 

feedback, and consumer researches are made to investigate consumers’ behavior in the 

market.  

Depending on the project, also clients can be involved in the ideation. The 

project can be a straight collaboration project working with client, and then the whole 

NPD process is shared and clients are involved in the every phases of the product 

development. In first phase of NPD process, also different federations and associations 

give insight to the project. 

Master planning 

If LUMENE chooses to co-work with research institutes and universities, then their help 

and knowledge is mainly utilized in the first phases of the project. Collaboration 

continues through the whole NPD process but the importance of research institutes is 

highest in ideation and planning phases, before actual product development work.  

In master planning phase, clients and LUMENE set up shared wishes, aims and 

objectives. They create and calculate the agenda for the project, so that every practical 

detail is decided in the early phases of NPD.  

In master planning phase, LUMENE chooses whether it is going to make or buy 

the product. Therefore, the collaboration with subcontractors can begin and in some 

projects advertising agency can also participate in NPD process in early phases. 

Concept planning 

Concept planning means preliminary development and conceptualizing. With clients 

and consumers, co-work goes deeper and collaboration is more intensive and their input 

begins to be useful to the R&D team. In concept planning phase, the input of external 

specialists (dermatologists, educational institutes) is particularly important and helpful. 

In concept planning phase, raw material suppliers’, packages suppliers’ and 

testing laboratories’ roles importance rises. Suppliers introduce what kind of raw 

material they have to offer. LUMENE gets lots of information how problems could be 

solved and recommendations what materials to use from suppliers. Together with them, 

LUMENE plans what they are going to do when the project goes further on. The plans 

include requirements of raw materials and packages for suppliers, and also plan of 

needed tests for laboratories.  

In concept planning phase advertising agency’s role and help is getting more 

important. Advertising agency helps to create the whole product concept, and in 

planning phase LUMENE and advertising agency can test different options and 

possibilities before choosing the ones which are executed later.  
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Development 

Development phase includes development process and also different kind testing of the 

products. Raw material and packages suppliers’ and external testing laboratories’ role is 

strongest in the development phase compared to earlier phases. Testing laboratories’ 

services are used then when the final formulation of the recipe and the product is done. 

Every new product need to be tested for i.e. toxicology and need to get safety 

assessment. 

 In product development phase LUMENE utilizes competitors and their products. 

LUMENE tests different products and compares them. LUMENE gets useful 

information of the products and can use it in their own product development.  

LUMENE does consumer testing before production phase. Tests collect 

feedback of the product and shows if consumers are satisfied with the new product and 

if they wish any other kind of qualities from developed product. If consumers can 

provide useful input, then R&D laboratory can still make improvements to the product. 

The aim is to be completely sure that consumers get what they need and want to use. In 

consumer testing LUMENE utilizes also Lumene club’s members.  

Different kinds of external specialists are needed and used in the development 

phase. LUMENE asks for opinion and feedback before the product goes to production. 

In that case, improvements and changes can be made before the product’s recipe and the 

lookage of product and package is decided and production is started.  

 

Go-to-market execution 

LUMENE has paid attention to legislation during the whole NPD process, but actual co-

work with different authorities is done after product launch. Authorities rarely do check-

ups during NPD process, therefore LUMENE has to be sure that products are following 

current laws and legislation. Authorities test the products when those are released into 

the market. Controlling continues through whole life cycle of the product and check-ups 

are done regularly, so LUMENE has to test and follow their own production all the time 

to ensure high quality of the products. 

Consumers’ importance is probably highest when the new products are released 

in to the market. Products sales is depending on clients’ and distributors’ performance, 

and how well advertising agency and marketing team has succeeded in their marketing 

campaign and product launch. In the store, LUMENE’s department needs to be designed 

with great attention to every detail. Consumers are always interested in new products 

and willing to try if they can replace their old favorites. Beauty advisors in the stores are 

representing LUMENE and helping consumers to choose suitable products. Consumers 

are the stakeholder group which makes the sales of the product. LUMENE collects 

consumers’ opinions of the new product after product is launched because now 

consumer group is bigger and more people are using it. 

Big interest for LUMENE is to get the press interested in the new products. 

LUMENE arranges meetings with the press and tells about the new products. At the 

product launch, LUMENE arranges big event where the press, editors and bloggers are 

invited. LUMENE gains visibility to their new products in media. It is important to get 

the press interested in products because then the press writes about it and gives 

visibility, and through media also consumers get information of the new products and 

they get interested. Collaboration with the press has to be shared, if the press needs i.e. 
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expert’s opinions in their articles, then LUMENE’s spokes person should be willing and 

eager to help. 

Follow-up and learnings 

The NPD process does not end when product is launched and it is in the market. 

Collection of feedback is done in follow-up and learnings phase. LUMENE gets 

feedback from clients, distributors, counsels and consumers. Clients and distributors 

provide sales data of the products and consumers can give more detailed feedback when 

they have used the product for some time. As earlier, the consumer group using the 

product is big, so there are more opinions about the product, both positive and negative 

ones. Clients’ and consumers’ points of view and feedback are studied deeper and used 

in new projects. LUMENE desires to learn from every project and get better all the 

time. Operating in the cosmetics industry means constant learning and improving the 

existing products.  

Research institutes and universities have also big role in learning phase. 

LUMENE and research institute investigate how project succeed among consumers. It is 

important to go through the project again and try to find how co-work can get better in 

the future. With advertising agency, LUMENE goes through the co-work again and 

investigates how the product concept succeeded and marketing plan worked. Both 

parties learn from the project and can utilize it later.  

It is important to LUMENE to be seen in the press and social media onwards. 

Consumers should be reached during the whole life cycle of the product. LUMENE still 

meets with the press and editors, if needed, and promotes products in internet, 

magazines and social media. In some cases, LUMENE makes market researches (in 

collaboration with external market research institutes) how LUMENE is respected as a 

brand in the market.  

3.5  The importance of stakeholders 

In the interviews, one of the aims was to find differences between stakeholders’ 

importance. Interviewed were asked to set external stakeholders in three different level 

and compare importance of stakeholders. Results are presented in table 4. Number in 

brackets is the percentage how many percent of respondents evaluated the stakeholder 

to be in that particular level. Generalizing the results, stakeholder is in that level where 

its percentage is over 50.  

First level (I) stakeholders (also known as key stakeholders) are those who are 

involving every NPD project in LUMENE. Their knowledge or help is crucial and 

without them LUMENE cannot develop or manufacture products. Their input and 

excellence is very important and unique. Second level stakeholders (II) are important to 

involve in NPD processes, they can bring something new to the project or their help is 

needed to manage through the process. Third level (III) secondary stakeholders are 

maybe not completely necessary to involve in, but their input helps LUMENE’s own 

development work and they might give important information. In some projects, 

LUMENE could manage without them.  

Table 4. Stakeholders’ importance. 

 

I LEVEL STAKEHOLDERS (percent %) 
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Raw material suppliers (100), Mintel market research information (100), external 

testing institutions/laboratories (80), packaging suppliers (78), subcontractors (67), 

consumers (63), clients (57), external specialists (40), research institutes 

(VTT/universities) (36), research institutes (consumer/market) (25), legislation 

help/authorities (22), advertising agency (14) 

 

II LEVEL STAKEHOLDERS 

 

Competitors (100), distributors (100), Lumene club (100), machinery suppliers 

(100), research institutes (consumer/market) (75), advertising agency (71), trade fairs 

(67), external specialists (60), research institutes (VTT/universities) (55), press (50), 

client (43), consumers (37), subcontractors (33), packaging suppliers (22), external 

testing institutes/laboratories (20), legislation help/authorities (22) 

 

III LEVEL STAKEHOLDERS 

 

Associations and federations (100), social media (100), educational institutes (100), 

The National Board of Patents and Registrations  (100), customs (100), The Finnish 

Cosmetics, Toiletry and Detergent Association (100), chemical industry 

(safety/environment) (100), translation agency (100), trend agency (100), legislation 

help/authorities (56), press (50), trade fairs (33), advertising agency (14), research 

institutions (VTT/universities) (9) 
 

 

Key stakeholders in LUMENE’s NPD processes are: raw material suppliers, Mintel 

market research institutes, external testing institutes/laboratories, packaging suppliers, 

subcontractors, consumers and clients.  

Second level stakeholders are competitors, distributors, Lumene Club, 

machinery suppliers, research institutes (consumer/market), advertising agency, trade 

fairs, external specialists, research institutes (VTT/universities). Press is either second 

or third level stakeholder. Although, in those NPD project where research institutes 

(VTT/universities) are participating, they were named to be one of the key stakeholders 

in project.  

Third level secondary stakeholders are: associations and federations, social 

media, educational institutes, The National Board of Patents and Registrations, customs, 

The Finnish Cosmetics, Toiletry and Detergent Association, chemical industry 

(safety/environment), translation agency, trend agency, legislation help/authorities, trend 

agency and legislation help/authorities. Passive stakeholders, who are not participating 

NPD process actively, are commonly recognized to be third level stakeholders, not 

crucial important to NPD process. 

All products are developed for customers. Consumer demand is essential, 

likewise the feedback from consumers: if consumers do not purchase the product from 

stores then the product’s development process has not succeeded. LUMENE has to have 

a clear vision what they are making for customers and why. Companies should make 

possible for consumers to share their inventiveness at the locations where their needs 

are most likely to be present in the future because it is often too difficult to express 

needs (latent needs). It was highlighted many times that in the end of the process, 

consumers buy the product once and if they are happy with product, they will end up 

purchasing it again. 

Every stakeholder has their own role and place in NPD process. Stakeholders’ 

input and importance varies during the process. Also every department in LUMENE has 
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their own important external stakeholders with who they collaborate. Clients are sales 

team’s most important external group. Whereas, R&D team might need essential 

background research information from VTT of some raw material. Research 

information can be so important that without it products are impossible to develop and 

produce. In best possible case, every stakeholder gives their core excellence as input 

and LUMENE can utilize it during NPD process.  

In insight&innovation phase the importance of idea creators or sources in high. 

Therefore research institutes, suppliers, and the latest trends in the market are important. 

Also ideas from trade fairs and external knowledge sources have their biggest role in the 

beginning of the NPD process. In concept planning phase advertising agency and media 

agency has their important role to design marketing concept and find the right way to 

reach consumers. Concept of marketing communication channels requires agencies’ 

input and knowledge, at that phase their role is big, and their input is more important 

than research institute’s input, which was important earlier in project. Research 

institutes (VTT) and universities are also participating in the end of NPD process. Their 

role is important in follow-up and learning phase, to hear how project was executed and 

what happened in the markets when new products were launched. Both parties, 

LUMENE and research institutes, should always learn from collaboration, so that they 

can continue their partnership later and not everything has to be started from the 

beginning in next projects. 

3.5.1  Co-working and communication 

Collaboration with external stakeholder can begin whether from LUMENE’s or 

stakeholder’s request. Mainly commercial companies contact LUMENE and offer their 

products or services. Examples of commercial companies are suppliers, agencies, 

external testing laboratories and subcontractors. LUMENE contacts stakeholders who 

are necessary to involve to NPD projects, such as legislation and registration help and 

authorities.  

LUMENE co-operates mainly with old and known stakeholders within their 

NPD projects. If there is a need for a new vision or there have been some difficulties in 

previous NPD projects, then LUMENE seeks new partners with fresh ideas and 

solutions. Competition in cosmetics industry gets harder and products should be in the 

market faster. Therefore, there is constantly need for new possibilities and options to 

provide something new to add in NPD processes.  

LUMENE is highly respected and very tempting brand, and therefore many 

company contacts LUMENE considering about NPD process. Companies might offer 

new raw materials, new machinery for production, new packaging ideas, or something 

what is needed when developing new products. LUMENE starts collaboration if there is 

a good offer to improve the cost affectivity of process, or collaboration brings new ideas 

and advantages to the process. Also company’s reputation, previous experience and core 

excellence affects decision about new partners.  

In collaborations with different universities and research institutes, it is 

important that same people continue persistently co-operation. People in both parties are 

familiar with raw materials, needs and previous projects so collaboration can continue 

from where it previously ended.  

Co-work with stakeholders is mainly done via emails over the internet. It is easy 

to do communication any time of the day and there is no need to consider the time 

difference between different countries. Also phone calls are used when co-operating 

with stakeholders. These days also conference calls with cameras are used, because then 
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parties can see each other and reactions. If communication is done mainly via email, it 

is necessary to make sure that everyone who needs the information is reached.  

Sales team meets with domestic clients from three to four times a year. 

LUMENE’s team represents new products for particular time ahead. Clients are 

informed what are the new products, what kind of consumers are those developed for 

and why should they do co-operation with LUMENE. Meetings with foreign clients are 

held rarely, i.e. twice year in Sweden.   

With raw material and packaging suppliers, parties meet each others at trade 

fairs where suppliers are representing their new innovations and supply. Some suppliers 

also contact LUMENE and are eager to come to LUMENE’s factory at Espoo to 

introduce their materials.  

When thinking about the co-operation with different suppliers, LUMENE has 

their own list of supplier with whom they have worked with before. LUMENE has been 

working with some of the suppliers from the establishment of the company. LUMENE 

prefers long-term partnerships and rarely uses new suppliers. LUMENE has 

strategically chosen the list of approximately hundred of suppliers, which are earlier 

used and known; and therefore safe and familiar to do collaboration with. If the known 

suppliers cannot supply what LUMENE needs, then the research is expanded to concern 

also other suppliers. The main reason why LUMENE co-operates with well known 

suppliers is that they have history together and both parties know other’s way to work. 

New relationships are always hard to build and the trust can only be acquired after 

succeed projects. LUMENE does not want to expand their supplier list more, because 

handling it takes more time and would be more complicated.  

Communication with suppliers is done mostly via emails and internet, and 

sometimes they also arrange meetings. Biggest suppliers usually visit LUMENE’s 

factory at least once a year. Most of the suppliers are operating outside of the Finland’s 

boarders so there is always travelling included to the meetings. There were wish for 

more regular meetings because it is easier to change information face to face and 

generate better ideas and develop those further together. If there are any problems with 

supply chain, logistics or information flow, occurred possible misunderstandings are 

solved in the meetings and decided how them are handled in the future.  

Communication with different stakeholders is obviously different. Depending on 

the importance of the stakeholder, there might not be meetings at all. On the other hand, 

some partnerships require meetings and more constant connection all the time. In some 

projects LUMENE buys particular analyze help from testing laboratories and the results 

are sent to LUMENE office in Espoo. Just recently LUMENE finished very big and 

important collaboration project with research institute VTT, and the intensive co-work 

took two years to complete. It included many different phases, from the beginning of 

NPD process until the product launch and follow-up and learnings phase. Especially, in 

these big collaborations, it should be strictly decided who are the contact persons from 

both parties and who is responsible of the information flow to reach every participators. 

In collaborations with VTT, trade contracts are made first in the project, but also in 

other projects trade contracts should be made in the beginning of the projects to protect 

and ensure each companies’/institutes’ excellence and property.  

3.5.2  Problems 

Problems and misunderstandings between LUMENE and external stakeholders are 

commonly related how shared each parties’ visions and expectations of collaboration 

are. The aim has to be same for both, to bring the best possible product to the market. 
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After that parties can focus on their own businesses; other company to sell its product, 

material or service, and LUMENE to support NPD process, strengthen the brand and 

gain overall sales. 

  In many interviews it was quite obvious that biggest challenges and problems 

usually concern the schedules. People do not commit the agreed timetables which cause 

delays further in the process. There are sometimes problems to stay in time table, 

especially when working with advertising agency. There might be a lack of common 

understanding in which schedule work should be done and what tasks should be done in 

each gate.  

Other stakeholders are also busy every now and then, which causes delays to 

LUMENE’s work. External testing institutions might have busy period going on in their 

laboratory, and LUMENE might have to wait for the testing results. Packaging and raw 

material suppliers might prefer serving bigger clients first, and then LUMENE has to 

wait. LUMENE is relatively small company, when it comes to global cosmetics 

industry, and suppliers can prioritize bigger companies over LUMENE. Also delivery 

times, pricing politics and reliability of delivery have sometimes, although relatively 

seldom, caused problems.   

If collaborating parties are not speaking the same language, there might appear 

some misunderstandings between parties. LUMENE has suppliers from all over the 

Europe, and not all of them have fluent English speaking employees. Although there has 

not been big misunderstandings, that have caused problems later. When working with 

foreign testing laboratories and institutes, special attention should be paid because 

clinical tests are very complicated and difficult to perform. Therefore, LUMENE has to 

make clear every detail what they want and need, and what is the most suitable 

measuring technique. Easiest way to get what is really needed, is to double check: first 

via email, and then call after and ensure that everything is done as wanted.  

Some interviewed employees would need clear descriptions and instructions of 

who are in charge of each task. Internal tutoring needs improvements so that everyone 

would be familiar i.e. who are the connect people to external stakeholders and there 

would not be many people working with the same task. In LUMENE, it is not always 

clear who make acceptations and decisions, and which might cause delays and 

uncertainty later when working with externals stakeholders. 

3.5.3  Internal problems 

Interviewed R&D team members and marketing team member rose up the same 

problem with R&D team’s and marketing team’s collaboration. The problem was 

mentioned many times. Understanding of the co-operation is not the same for both 

parties. Couple of team members, from both teams, has felt that co-work is not directly 

done together; it is rather done indirectly through intermediates.  

The problem appears in schedules; the agenda is changing often. R&D team tries 

to explain that they need time to do their own tasks. It takes time to develop new 

products, do all testing, and some of the R&D members feel that marketing team does 

not understand that. R&D team needs its time in the laboratory to complete their work. 

They wish if they can have more time to concentrate in the essential work, then the 

results and products could even be better. They could develop more products than they 

are doing at the moment. Nowadays, it feels like they have to work in constant rush and 

desired raw material changes appear too often. If the developing work is already done, 

then there should not be any changes in raw materials because then R&D team have 

start working from all over again. The claims has to be done again if the content and 
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raw materials changes. Both parties should hold on the agreed concept which was 

created in earlier phases. Changes are easier to make in the beginning of the NPD 

process, because then there is less work that is affected and changed. 

LUMENE is implementing new commercial process which causes uncertainty. 

Not everyone, who is participating NPD processes in LUMENE, does know all tasks 

and decisions which each gates include, and all requirements in gates are not fulfilled in 

every project.  

Internal schedule problems appear in every company and LUMENE is not an 

exception. R&D team is concerned about LUMENE’s NPD process and its agenda. 

There has been examples that the bulk mass is already done in production, but the 

packaging option is not even described yet. Every gate’s decisions should be made in 

their own phases because it might cause problems later. In the mentioned case, the bulk 

mass and the package are not always compatible. There might appear stability problems 

and then products cannot be released to the market. 

R&D team members were extremely satisfied with their team. Team has long 

working experience and communication with members is fluent and regular. Everyone 

knows own tasks and is truly interested in own work. Also communication with 

purchasing, production and other internal stakeholders works well. The problem with 

marketing team is that they do not know what kind of work R&D team is doing in the 

laboratory. On the other hand, the interviewed person from brand marketing admitted 

that they do not know well enough what and how things are done in NPD laboratory. 

They are willing to learn and very interested to know more about NPD process and 

development work in laboratory.  

One problem area, which was mentioned many times, is decision making. It is 

practically always made in the management team of LUMENE. If every decision, even 

the minors has to be approved by the management team, and it always takes time to set 

up the meetings and make the decisions. LUMENE’s R&D team has long and strong 

experience of developing new cosmetics product. In their own team meeting they can 

only discuss about matters but they are not allowed to make decisions. They have to 

give the decision making to the management team, which causes delays to the R&D 

teams work. Decision making can takes weeks and in that time, R&D team could have 

completed many tasks. 

3.6  Stakeholders during product development 

The aim of empirical research process was to be able to answer research question 2:  

 

Who are these stakeholders in current new product development and what excellence 

they bring into NPD processes? 

 

The framework for this empirical part of the thesis is basing on the data from 

interviews, observations and company’s internal database. The aim was to provide more 

comprehensive picture of the external stakeholders in NPD process from the company’s 

perspective. Data collection revealed company’s external stakeholders, how are they 

engaged in NPD projects and what kind of information or excellence they bring to the 

processes. Figure 8 presents the empirical framework of the study. The empirical 

framework is generated combining LUMENE’s NPD process (figure 6), stakeholders’ 

involvement phases (table 3) and stakeholders’ roles during NPD (figure 7). LUMENE’s 

NPD process is on the left side of the empirical framework and on the right side there 

are LUMENE’s external stakeholders divided into six roles: advisory/ help, idea 
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sources, media/ visibility, production enablers, market stakeholders and passive 

stakeholders. More information about stakeholders’ involvement in different phases of 

NPD process can be found from section 3.4.4 and stakeholders’ specific input and 

excellence is presented in section 3.4.2.  
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Fig. 8.  Empirical framework.  
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4 Collaboration improvement  

 

Business culture in every field of business is focused on identification of new markets 

and business opportunities, product development and introduction, marketing, 

distribution, sales and revenue generation. Making collaboration with external 

stakeholder brings external excellence, help and knowledge, that company does not 

have in the house. It is not only easy and simple to do collaboration with external 

stakeholders. There might be problems and misunderstanding in communication, 

schedules and commitment into the partnership. Parties do together business plans, NPD 

plans, ongoing research activities, share unprotected intellectual property, trade secrets, 

marketing plans and other sensitive information, which must be held private and 

confidential. Therefore, the trust that must lie between business stakeholders cannot be 

highlighted enough.   

Stakeholders are always included into LUMENE’s NPD processes. Some of 

them are more crucial than others, but it is always important to invest in partnerships, 

create good quality information and hold on the schedule. The aim for every company is 

to make the best possible profit, and companies NPD processes are one way to increase 

sales, by providing new innovations to the market. 

Every organization has opportunities for improvements in their operations. It is 

important to desire to get better and learn from the past. As the thesis concentrates into 

NPD process and external stakeholders, the discussion part of it presents suggestions to 

consider how to get more out of partnerships with external stakeholders and how 

LUMENE could utilize their input better. In section 4.1 LUMENE’s NPD process and 

activities are compared to theoretical findings of the study. In section 4.2 the 

characteristics of the good collaboration are collected together and presented basing on 

the findings from the empirical part of the thesis. 

Discussion part is aiming to answer the last research question 3 and suggestions 

for collaboration improvement are presented in section 4.4. 

 

Research question 3: 

 

How to improve the collaboration with these stakeholders in different phases of new 

product development? 

4.1  NPD process 

As defined, the NPD process is a sequence of steps or activities that an enterprise 

employs to conceive, design, and commercialize a product. Many of these steps and 

activities are intellectual and organizational rather than physical. Some organizations 



 

 

68 

define and follow a precise and detailed development process, while others may not 

even be able to describe their process. Furthermore, every organization employs a 

process at least slightly different from that of every other organization. In fact, the same 

enterprise may follow different processes for each of several different types of 

development projects (Ulrich & Eppinger 1995). 

LUMENE’s NPD process has same phases than Trott’s (2005) NPD process 

(presented in chapter 2). LUMENE’s NPD process has six stages when Trott’s model 

has seven. Despite of that, they both include the same operations and phases needed to 

generate a successful new product. LUMENE’s NPD process is actually a mix of many 

development process models. LUMENE’s NPD process has also characteristics of 

Cooper’s (2001) stage-gate model. LUMENE’s management team and some NPD 

related persons hold milestones meetings after every phase of NPD process, where go or 

kill decisions are made. 

When comparing the findings from the literature (theoretical framework in 

chapter 2.) to findings from the empirical research (empirical framework in chapter 3.) 

it is notable that LUMENE’s stakeholders’ involvement in different phases of NPD 

process is very similar as in theoretical model founded from literature. Each phase have 

the same stakeholders in both frameworks. LUMENE has long and strong experience of 

NPD, and I believe that they have developed their NPD process and stakeholders 

involvement close to optimal. Despite of that, there are some opportunities to develop 

their process and get more out of the collaborations. NPD process is one of the key 

strategic operations in LUMENE and the results, new innovations in the products, are 

many times created when co-working with the key external and internal stakeholders. 

Stakeholder involvement in innovation-related NPD processes can be a vital source of 

long-term competitive advantage in the market. Stakeholders have their own roles and 

importance in NPD projects and the challenge is to focus on the ‘right stakeholders’ 

who are currently important. 

Consumers have many roles in LUMENE’s NPD process. They are participating 

NPD process from the beginning until the products are in the market. Consumers’ 

participation in NPD processes is highly researched area in the literature. Their 

importance and role varies during NPD process. First, Kaulio’s (1998) three design 

options are compared to LUMENE’s execution in practice. Next LUMENE’s 

consumers’ roles and inputs are compared to findings from the literature. 

 

1. Design for customers – In LUMENE every NPD project’s 

output is designed for consumers to fulfil their changing needs 

and requirements. 

2. Design with customers – is used in some projects, i.e. Natural 

Code serie, when customers give input in early phases of 

development process. 

3. Design by customers – not completely utilized. Customers can 

give feedback and wishes for new products but they cannot 

participate in actual development process, concerning 

formulation and recipe generation work because it is too 

complicated. Customers could do more ideation work and plan 

packaging options for good usability in the future.  

 

When comparing LUMENE’s consumers’ roles in their NPD process to Nambisan’s 

model of the customer roles in different NPD phases, they go exactly hand in hand: 
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1. Customers as resource – In LUMENE’s ideation phase 

customers are great source of ideas, they give customer 

perspective and customer knowledge into NPD process. 

2. Customers as co-creator – As mentioned, in some special 

projects (Natural Code), customers has participated 

development phase by giving input. 

3. Customers as user – Every NPD project include customers as 

user when LUMENE tests developed products before releasing 

them to the market. Desired changes are possible to make 

before executing the production. Finally, when the products are 

launched to the market, customers are products’ end-off users. 

4.2  Characteristics of good collaboration 

Good collaboration with external stakeholders brings company advantages that 

company cannot acquire alone. Collaboration can bring ideas, knowledge, services, 

materials, equipments or some kind of help. When thinking about NPD projects, 

company’s own work is very important and should be done as good as possible. Every 

internal stakeholder should have the same aim, to bring best possible product to the 

market, and serve consumers as well as possible. Company’s aim is to make the biggest 

possible profits and gain good sales, without compromising the quality of the product.  

When thinking about any cosmetic product’s NPD project, the participating 

external stakeholders should be chosen carefully. There should be enough participators, 

but definitely not too many, because then administering and communication gets more 

complicated and LUMENE cannot invest in every partnership as much they would like 

to and then they do not get the best out of collaboration. Therefore, when choosing the 

stakeholders, special attention should be focused to choose the right partners and define 

their roles clearly. Also, connection people should be chosen and make sure that 

information flows through organizations, and everyone who needs information will get 

it. 

As conclusion from the interviews, good and beneficial co-operation begins with 

shared visions and aims. In best possible cases, co-operation is measured with shared 

meters, so that both parties can measure the success of the project and the co-operation 

has focused to the right operations. Always when working with external partners, it is 

absolutely important to be able to trust the other party; to trust their word and what they 

are doing. Both, LUMENE and external stakeholder, should respect each other and 

show it by doing work as planned, be open with communication and supply good 

quality information which is useful to the other party. Communication via email, mail, 

teleconferencing or videoconferencing should be regularly scheduled, and properly 

prepared for. Project timelines should be adhered too; project reports, prototypes and 

other deliverables should be on time, specificated and made with high quality. For 

example, when giving product briefs to raw material suppliers, briefs should be high 

quality and accurate, so that supplier can start working and does not have to make 

corrective questions about them.  

Co-operation with external stakeholders should fulfill both parties’ needs. 

Suppliers will offer better service if they suppose that parties are making a deal. Usually 

it needs money transactions to get the best service and then co-operation benefits both 

parties. Relationships between suppliers and the company are market-driven 

transactions. It is a fact that suppliers are depending on the company to achieve their 

own business goals. Within collaboration, LUMENE will get the latest and most 
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innovative ideas, because without a deal i.e. supplier might not even offer the best 

alternatives. Of course, LUMENE always seeks for the best prices of raw materials and 

packages, but they are not necessary the best and innovative ones. There should be 

careful consideration and calculation, which is the sector in each project that needs 

investments.  

Meetings with collaboration parties should be arranged frequently, so that both 

parties know that everything is going as planned. Communication should be easy and 

questions should be answered soon, so that there would not be misunderstandings and 

waiting time would not cause delays to the NPD process. Agenda and schedule for 

project should be together considered and decided. There should be enough time to 

execute work and operations, but not too much spare time. Both parties should commit 

to the schedule and respect each other by doing their work on time. For example, raw 

materials and package materials should be in LUMENE’s factory in time, so that 

production can start as planned.  

In good partnership both parties know each other’s history and how the partner 

is working. Raw material suppliers should know what LUMENE is about, and what 

kind of materials it might be interested in. If suppliers have done background 

information seeking well, it can offer suitable materials to LUMENE. Interviewed 

packaging specialist also highlighted the importance of sharing information in the very 

early in the NPD process. The earlier suppliers know LUMENE and its needs, the easier 

they can offer best suitable solutions. And vice versa, the better LUMENE knows 

supplier, the better it can set the expectations to right level. Open and accurate 

communication saves time and money in a long run. The best partnership is described to 

be easy. Companies do not have to think about it specially, it just works, and process 

flow can go on.  

4.3  Suggestions for improvements 

4.3.1  Decision making 

One problem seems to be decision making which is usually made in the management 

team of LUMENE. It takes time to organize meetings with busy VP Managers and other 

participators and that is why decision making takes time. It was suggested several times 

that perhaps decision making of certain tasks could be done in the lower level of the 

organization. That way decisions could be made sooner and schedules stay better up to 

date. There is willingness to make decisions also in other levels of organization than the 

management team, but as they do not have authority to make decisions, they do not 

have courage to make any choices either. R&D managers have long experience in their 

background and they could be responsible of minor decisions of NPD process. 

LUMENE is implementing new commercial process, which includes milestones 

meetings in every phase of NPD process, and in which every gate’s criteria and 

decisions are discussed. In practice these milestones meetings participators are the 

members of the management team. 

At the moment, it seems that decision making lags behind. The decisions of new 

product launches should be done at least two years prior because careful development 

work in laboratory takes time.  



 

 

71 

4.3.2  Schedules 

Other teams than R&D team, have felt that products are not developed in time. 

Schedules are so strict that there is not time for mistakes or otherwise agenda will be 

late. At the moment, it is challenging to do development work, testing and production in 

planned schedules. R&D managers feel constant pressure to work in a rush and they feel 

that they cannot concentrate on essential development work. The challenge of the 

schedules concerns whole company. All the projects should be started early enough. 

LUMENE’s product development should consider year 2014 releases already in 2012. 

In spring 2012, not all of the decisions for next year, 2013, were made and therefore 

R&D could not start their work early enough. Decision making process should be done 

more quickly and work started in time. Delays are cumulating afterwards, and if product 

development team cannot make product concepts in time, then marketing team cannot 

create the marketing concept and pass it forward in the process.  

LUMENE could consider that they would only have one concept for the product. 

There would not be a product concept, which has later its own marketing concept, any 

more. This means that marketing team, product portfolio and R&D team should make 

intensive and close collaboration. There would be only one concept, which is carefully 

built from the beginning, and covers all concepts and is brought to the market.  

If work schedules are loose, and LUMENE makes long-term plans for persistent 

work, they can involve customers and consumers easier and better in product 

development work. Collaboration with external stakeholders requires time and 

commitment to achieve the best possible results.  

4.3.3  Marketing collaboration 

Theory part presented that the most important relation and critical success factor, when 

it comes to NPD processes, is co-work between R&D team and marketing team when 

considering internal stakeholders and their communication. In their survey, Yang & Lu 

(2004) founded that only those NPD projects that have effective R&D marketing 

cooperation can achieve a successful rate. Not only the collaboration between R&D 

team and marketing team assure that NPD process will gain a better performance, but to 

achieve that, they must effectively cooperate together. Educating and training NPD team 

members to achieve effective co-working skills is managers’ essential task. Top 

management should think about how to design organizational structure to enchase 

cross-functional cooperation, and then improve the NPD process. 

As mentioned in section 3.5.3, R&D team feels that marketing team does not 

know what they are doing in R&D laboratory. Also, the interviewed marketing team 

member was willing to learn about NPD process and R&D laboratory’s work. Both 

parties, R&D team and marketing team, did not feel that the co-work is not as good as it 

could possibly be. Marketing team could be educated to know and understand what 

R&D team does.  

NPD processes and process charts should be explained and opened to marketing 

team members so they would truly understand what R&D laboratory does. Co-operation 

would get better and different organization’s teams would not feel that they are detected. 

All teams should feel that they are working in same project together. For example, 

marketing team and R&D team; marketing team cannot do marketing plans for new 

products if they are not deeply familiar with the products. Cosmetics products are 

complex and marketing team should know what each product does, what kind of raw 

materials it includes and what certain raw material do. Team has to be absolutely sure 
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what could be said and used in marketing campaigns because cosmetics products have a 

strict legislation.  

 

 The education for marketing team could include: 

 deeper understating of products 

 what certain product do 

 what certain raw material or ingredient do 

 how development process is done in laboratory 

 

Marketing team member mentioned that they would like to be part of the ideation 

process in insight and innovation phase. Marketing is one team which is working closest 

to consumers, so they might have valuable information to ideation and brainstorming. 

There could be one member of marketing team who is following trends over the world. 

In busy business life there should be time to predict the trends in the markets. 

Sometimes companies just concentrate to manage through workdays and do not observe 

changes in the industry and what competitors do. 

4.3.4  Involving client to the NPD processes 

Clients’ importance is always absent. They sell LUMENE’s products to consumers.  

Revenues are created with them, so their importance should never be underestimated. 

They have knowledge how to time new product launches. Timing is everything: it can 

lead the product to success or break the innovation, if it is not carefully planned. From 

fall to winter is considered to be highest season when many companies are introducing 

new products. In some NPD projects LUMENE could consider involving customers 

into projects. Customers could participate some phases of the project by giving 

suggestions, ideas and be part of the developing team. This would be tactical 

involvement and that way LUMENE could be sure that clients are going to collaborate 

and represent the products in the future. Client could give input about what kind of 

products should be made and what would sell best, and that input should be considered 

in big picture. Even if the ideas are lacking the potential, clients are informed why and 

explained how thing could be done better. That way LUMENE gets clients closer, and 

clients feel that better and more open partnership benefits both parties.  

Obviously, LUMENE should consider carefully with who they can collaborate 

by involving clients into NPD processes. LUMENE cannot do too close co-work with 

many clients. They cannot ask for input from clients, and then ignore it completely. 

LUMENE should find couple of tempting client partners and focus on collaborating 

with them.  

Other possibility is co-creation with big clients. LUMENE would do products or 

product family for group of big clients. Products would be developed just after their 

requirements, and only they would be allowed to sell the products. Big clients in 

Finland are i.e. Stockmann, Sokos and City market, and each of them has special sale 

day campaigns. Every Finn knows Hullut päivät, 3+1 days and Mammuuttimarkkinat, 

where they sell products with special prices. LUMENE and clients could customize 

products for these sale days. During the sale days, a lot of consumers visit department 

stores, and they are buying their favorite products to bathroom closet. Sale day products 

could be bigger, so that volume price decreases and fewer packages are needed. 

Consumers tend to buy products from sale days, even if they not necessary need them at 

the moment. If the prices are even a little bit lower than usual, so called “consuming 

hysteria” makes them to purchase the products.  
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One example of mentioned co-creation with a client is from 2012. LUMENE did 

collaboration with University Pharmacy. LUMENE’s R&D team members created, 

together with University Pharmacy’s specialists, product serie LUMENE LAB, in which 

pharmaceutical excellence is utilized in cosmetic products. These products are only sold 

in pharmacies. 

4.3.5  Utilizing sales data from clients and feedback from counsels and 

consumers 

LUMENE should pay special attention to how to gather data from counsels and clients. 

Counsels get feedback from consumers and they also know which products are liked 

among consumers. Counsels give feedback that they get from consumers to LUMENE. 

LUMENE also gets weekly reports from clients how consumers are behaving in the 

market and which products are selling strong. Report gathering model should be more 

formal and structured. At the moment, all the data is not used and utilized because there 

is always lack of time to get deeper into weekly reports. Reports are long and 

comprehensive, and it takes time to really concentrate to investigate and understand 

reports. It could be on one sales team member’s responsibility to get acquainted with 

reports and present the results for other members.  

When it comes to consumers’ feedback, LUMENE could improve their web sites 

to be able to get more advantage out of them. LUMENE could try to collect more 

systematically consumers’ opinions and feedback about the products. At the moment, 

seems like that feedback is not fully used and utilized. Consumers can only give straight 

feedback via email. People tend to complain if they have problems with products. In 

LUMENE’s case, 80 percent of feedback is complaints and positive feedback is harder 

to catch. Web sited could be developed towards some kind of form which is filled, and 

there could be also room for free word. These days, people are using internet daily, so it 

would be easy for customers to communicate with LUMENE. LUMENE gets consumer 

feedback also from counsels, but not in every store there are counsels absent all the 

time, so LUMENE would get feedback easier. Feedback section should be placed in 

more visibly place, so it would be easier to notice and LUMENE could even try to catch 

feedback by arranging little lotteries as a gift for feedback. Feedback forms use would 

make analyzation work easier in LUMENE and the data could be utilized better.  

Feedback and consumers’ opinions should be taken into NPD process better. At 

the moment, it seems like their input is more like nice-to-know information rather than 

gathered, analyzed, understood and used information. Consumer input and point of view 

should be more analyzed and broken up. The aim is that R&D team could truly get 

advantages and utilize consumers’ feedback in NPD process. It is a fact, in cosmetics 

industry, that consumers are interested in new products, even though many of them still 

have their old favorite products.  

4.3.6  Less new releases 

Commercial process and NPD process are developed towards knowing better market 

situation and customers’ needs. That allows LUMENE to develop products which are 

easier to market to clients, and eventually customers want to use them. LUMENE 

launches new products often and has very wide selection of products in the market. At 

the moment, LUMENE is aiming for renewing their selection in the market by thirty 

percent in every year, which means that nearly one third of the products are somehow 
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improved, changed or completely new. Many of the products do not sell well in a long 

run, and therefore products’ life cycles are relatively short. LUMENE could try to 

extend products life cycles by launching less new products. That would enable 

LUMENE to concentrate efforts in fewer products, and eventually deliver more 

successful and bigger new products.  

Developing less new products might be more profitable way to do business, 

because then product selection would be easier to handle. Fewer products mean also less 

timetable problems and deadlines. Strict schedules could be loosened and R&D teams 

gets more needed time for developing work in laboratory. Organization’s work in every 

team decreases and that allows different teams to use more time to co-work with 

internal and external stakeholders more deeply and regularly.  

Interviewed marketing team member also agreed that LUMENE might want to 

try developing less new products. That way marketing team could use money resources 

better and concentrate to build bigger marketing campaigns. Little less launches to the 

markets, and marketing could reach the consumers better.  

It is true that cosmetics industry lives for new products and consumers are 

seeking for new products and options all the time. Launching new products constantly 

may be possible for giant global companies, like L’Oreal, but is it possible to 

LUMENE? LUMENE is flexible and can act quickly, but is there enough resources to 

maintain the current pace of launching new products? This does not only concern 

product development, but also cumulates to marketing, sales and other operations. In 

every industry, biggest profits gain the firm, which is prioritizing their resources wise 

and concentrates into their core knowhow. 

4.3.7  Reaching clients with social media and using e-learning 

LUMENE meets with domestic clients three to four times a year and introduces new 

product launches. Meetings with foreign clients are set up little less often. This is the 

most important, and actually the only channel, to introduce new projects and products to 

clients. There has been differences how clients participate these meetings, and also 

communication frequency is highly depend on the client. Some client chains are very 

interested in products and might have twenty listeners at the meeting, and some client 

chains might only have few listeners. If there are just few listeners absent, then the 

information might not reach all the clients. Information transfer can be problematic, and 

in interviews it was mentioned that these non-absent clients should be reached 

somehow. Could LUMENE create some kind of e-learning model which can be used 

when collaborating with clients? Especially, if meeting with foreign clients is 

challenging to arrange enough often. Internet and many kinds of it-tools and programs 

offer enormous possibilities use computers, iPads and smart phones. These sites and 

applications could be empowered with dynamic web atmospherics, such as animation, 

rich colors, hidden navigation bars, and rich media features. 

4.3.8  Increasing the visibility of new product launches in social media 

and press 

At the moment, LUMENE has commercials in magazines, and LUMENE’s 

communication team updates LUMENE’s facebook pages. There are still many more 

channels to communicate to consumers. Consumers can be reached via internet, blogs, 

social media, twitter, television and different kinds of application in smart phones. How 
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could LUMENE utilize social media better? Social media, applications for iPads and 

smart phones could be important communication channels to reach consumers. Data and 

information would be in easy and useful form to investigate and compare products. 

Especially, new product launches need more visibility in the media and press. 

Advertising campaigns for new products should be executed more aggressively in 

magazines and even in television commercials. LUMENE’s image and brand name 

should be known in new perspective in order to be able to grow in the market. 

Television, magazines advertisements and social media announcements should be 

utilized in a new way.  

Collaboration with fitness center chain could also bring new consumers, who are 

interested in beauty products, to LUMENE. LUMENE can promote and advertise their 

new products in the centers, where fitness centers’ customers can easily test new 

products before buying them. Consumers often want to get familiar with the product, 

and in the centers they can test products easier than in supermarkets or department 

stores. Every now and then, LUMENE could give little sample sized products to fitness 

centers from where customers could take them to home. 

4.3.9  Co-branding  

LUMENE has not done collaborations with other brands before. The other brand could 

be from completely different field of industry. Collaboration with some Finnish designer 

or other design brand is very interesting and tempting idea. The aim of the collaboration 

could be to design stylish product packages, bottles, illustrations or paper packages for 

the product. Collaboration would give positive visibility in the media for both brands. 

There are some examples in cosmetics industry, i.e. big multinational cosmetic brand 

NIVEA has used external, famous London based designer, Nicola de Main, to design 

the outlook for some of their products (www.nivea.com). Campaign was marketed 

widely, and the products stood out in the stores and increased consumers’ interests.  

LUMENE could also consider using famous Finns, celebrities and succeed in 

their own field as a face of the product. Last year, Finnish ice hockey player Mikko 

Koivu became the face of the LUMENE for men range of products. As much as 

LUMENE gained publicity, also Mikko Koivu got positive visibility in the press. Not 

only because he donated his fee to charity for the benefit of children and young people, 

but his face was in the magazines and his carton figures were in stores. It is obvious that 

both parties get advantages and LUMENE’s strong and respected Finnish brand surely 

interest other celebrities. The spokes person could also participate in NPD process 

somehow, by giving input and opinions for fragrances, visual look or the product 

selection. When choosing with whom to collaborate, candidates’ history in publicity, 

attitude and way of life should be affecting to the decisions. LUMENE’s products 

represent fresh and positive attitude, taking care of oneself, and just being a proud Finn, 

same as the spokes person should be.  

LUMENE has only used spokes person with men’s products. Maybe it is a time 

to do similar collaboration also in products which are developed for woman. Spokes 

person could be fresh and healthy sports star, successful model from fashion industry, or 

maybe nice personality from music world. Kiira Korpi, beautiful figure skater, is one of 

sponsored athletes by LUMENE. Spokeswoman could give her face to the products, and 

she should be positive person, like Kiira, while being a great role model for targeted 

consumers.  
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4.3.10  Future collaboration projects 

LUMENE has very successful heritage in cosmetics industry. LUMENE’s employees 

are proud of their employer, their products and their knowhow. LUMENE has deep 

knowledge and the skills in the house, so the increasing number of external stakeholders 

should be considered carefully and asked why to increase collaborations. Although, 

inspiration for the work can come outside and sparring partners should be also hired 

from outside of the company.  

Ten out of twelve interviewed persons though that LUMENE should increase the 

amount of external stakeholders. Main reason was that every new stakeholder brings 

something new to the NPD process. Collaboration parties always learn something from 

each others, even if it is not positive every time. Not any of interviewed employees 

could name any stakeholder that LUMENE might be interested to co-operate with. 

R&D managers were happy how things are in R&D laboratory at the moment. They 

already have needed connections, if they only can benefit the most out of them. For 

sure, there are limits in every NPD project, but the limits are usually monetary; R&D 

team does not have endless money and time to spend. Like one of the R&D managers 

said: “We can do anything here in R&D laboratory!” She meant that they already have 

the knowledge and the skills, added with strong experience of developing new products. 

And if they need external help, they know where to seek and find it.  

LUMENE has outsourced its operations quite widely in their NPD process. It is 

obvious that outsourcing, without any important benefits, takes time and slows down 

the schedules because decision making and meetings are more complicated to set up. If 

some parts of processes are outsourced, that should be taken into consideration when 

setting the timetable.  

LUMENE should continue to co-work with different universities and research 

institutes, such as VTT, because collaboration will give advantages in future. Eight 

interviewed wanted to especially invest in future collaboration with research institutes, 

such as VTT. Both parties are familiar with each others’ fields and have previous history 

together, so it is easier to begin new project together later, if there is a new raw material 

or technique which LUMENE is willing to use in their NPD process. Collaboration with 

VTT and universities can also bring advantage to stand out from competitors in the eyes 

of consumers. Marketing team and advertising agency can use VTT collaboration in 

advertising campaigns; it is interesting signal for press and consumers. It creates feeling 

that this product really has something new to offer. Also universities and research 

institutes can gain advantage of collaborations. VTT publishes magazine Impuls, in 

which they has used collaboration with LUMENE as a marketing trick. That brought 

visibility to LUMENE, and different organizations contacted LUMENE after article’s 

publication.  

The idea of innovative product can take its origin from raw material suppliers or 

packaging suppliers depending if the innovation is in the product or in its package. 

Package is important part of the product and fascinates consumers and draws attention. 

It is a huge advantage to stand out from the selection. 

Ideas can also be discovered from consumers. Six out of twelve interviewed 

would like to co-operate more with consumers. Clients’ input and importance should not 

be underestimated either. Trustworthy clients, who think co-operation as a long-term 

partnership, not as a project which has beginning and the end, are usually willing to 

invest in collaboration. They give help, many kind of important information and even 

participate in NPD process. They also make bigger profits, if LUMENE is gaining big 

profits with their new products, so naturally both want to give their best and take the 

best out of the co-work. 
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4.4  Stakeholder collaboration improvements in LUMENE 

Collaborations with external stakeholders have big and important role in LUMENE’s 

NPD processes, so there should be aim to improve co-working and communication with 

stakeholders in order to gain best possible results out of collaboration. The aim of 

collaboration between two organizations is to lower total costs and increase value, and 

thereby achieve mutual benefit. Chapter 4, discussion part of the study, aimed to answer 

research question 3: 

 

How to improve the collaboration with these stakeholders in different phases of new 

product development? 

 

Based on the findings of the empirical research process, I developed managerial 

recommendations how to improve eternal stakeholders’ collaboration in LUMENE.  

Section 4.4 presents every advice in detail, but as conclusion, here are the suggestions 

for LUMENE:  

  

 Consider decision making level concerning NPD process 

 Plan schedules carefully - and hold on them 

 Arrange education to marketing team and invest in R&D - marketing 

collaboration 

 Involve clients in NPD process 

 Utilize the sales data from clients and the feedback from consumers completely 

 Consider launching less new products 

 Reach clients with social media and using e-leaning models 

 Increase the visibility of new product launches in social media and press 

 Do co-branding with other strong Finnish brand 

 Continue collaboration with VTT and universities 
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5 Conclusions and managerial implications 

5.1  Contribution 

NPD process is one of the critical processes when manufacturing company is operating 

in the market. Especially, in new product development a range of partners represents a 

vital source of knowledge. Company can get crucial help, lower total costs of NPD 

process, and gain huge advantages in the market when working with external partners. 

Study revealed that most important external stakeholders to involve in case 

company’s NPD process are: raw material suppliers, Mintel market research institutes 

(external knowledge), external testing institutes/laboratories, packaging suppliers, 

subcontractors, consumers and clients. Also research institutes have their important role 

if they are participating NPD process. External stakeholders give different kind of input 

to the NPD process. Figure 9 shows LUMENE’s NPD process on the right side. On the 

left side there are external stakeholders’ inputs to the process. External stakeholders are 

participating in every phase of NPD. They are sources of ideas or knowledge, they can 

give pivotal advices or help and they enable production to run. In the end of NPD 

process, they create market possibilities for the products and visibility in the press to 

reach end-off users, consumers.  

Passive stakeholders, i.e. legislation, chemical industry (safety/environment), 

customs and owner, are affecting in the background, and they recognized to be less 

pivotal in the success of NPD process. In spite of that, their inputs should be recognized 

in every NPD process.  

Based on the empirical findings, study presented managerial recommendations 

how to improve collaborations with important stakeholders: 

 

 Consider decision making level concerning NPD process 

 Plan schedules carefully - and hold on them 

 Arrange education to marketing team and invest in R&D - marketing 

collaboration 

 Involve clients in NPD process 

 Utilize the sales data from clients and the feedback from consumers completely 

 Consider launching less new products 

 Reach clients with social media and using e-leaning models 

 Increase the visibility of new product launches in social media and press 

 Do co-branding with other strong Finnish brand 

 Continue collaboration with VTT and universities 
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Fig. 9. LUMENE’s NPD process and stakeholders’ input during NPD process 

5.2  Limitations  

The case study method was selected because of the qualitative nature of the research. 

Qualitative method’s emphasis is on understanding the phenomena and its advantage is 

the closeness to data. To build case study research in this context is to believe that 

external stakeholders’ involvement is best understood by obtaining firsthand 

knowledge, and by focusing on the personal experiences of persons directly involved in 

the NPD process. Interviewed persons are the most knowledgeable participants in the 

new development process from LUMENE. I taped every interview and made 

transcription after each interview to make sure that every point from the interview was 

wrote down. I transcribed each interview, and made a content analysis for the transcripts 

in order to find the data saturation. To be able to increase the validity of my research, I 

also used observations and database investigation as data sources. Triangulation of data 

sources: interviews, internal databases and observations gained richness to the research 

data and added the construct validity of the study. 

The chosen method for empirical study was qualitative case study method, 

which provides insight into a situation in organization which has not been studied 

before. The aim of the study was to find and learn something new and important. 

Despite of the taken care at every stage of this study, there is a limitation that needs to 

be taken into account when interpreting the findings. The results can only be applied to 

the case company, to the settings of cosmetic products’ manufacturing firm. A lot of 

future research would be needed to be able to generalize the findings to a broader 

perspective and other fields of industry. However, the purpose of the study were not to 

create a general guideline how to involve external stakeholders in NPD process, but 

rather to investigate how the case company manages their NPD process. Naturally, the 
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results from this study do show how similar patterns can be found from the literature 

and the empirical study, which shows that results could make sense also in other 

manufacturing companies. Despite of the limitation, the study provides interesting 

insight in the field of external stakeholders’ participation during company’s NPD 

process. I hope that the study can help managers to improve collaborations inside the 

house and especially when co-working with externalities.  

5.3  Future research 

This study concentrates to explore the literature and knowledge around external 

stakeholders and their inputs to NPD process.  Also the data gathered from the case 

company, was concerning external stakeholders’ involvement in NPD process. 

Interesting opportunity for future is to investigate also internal stakeholders’ 

involvement in NPD process and compare the importance of internal and external 

stakeholders. New development process cannot be performed in the sponsoring 

company without the help of the external stakeholders. Although, big part of developing 

work is done inside the house, and the problems with schedules are in several cases in 

the house. Investigation of internal stakeholders, their performances and how to 

improve internal stakeholders’ collaboration would greatly help company to do 

improvements to their NPD process. 

 Another interesting research opportunity is to do proper stakeholder analysis in 

order to gain more detailed information of stakeholders’ influence, urgency and 

salience. Analysis could concern all stakeholders in NPD process, but would require lot 

of research, time and resources. This kind of study reveals who are the most important 

stakeholders for the company and which collaborations are most important to invest in. 

 In general, there are quite a few academic studies made of cosmetic companies’ 

NPD processes. There are lots of opportunities for cosmetic companies to perform 

research concerning NPD process and especially stakeholder’s involvement. Cosmetic 

companies in the market use external research institutes to make desired researches but 

in that case information and results are only for company’s own use and purpose.  

5.4  Summary 

This study was made for LUMENE to investigate their new product development 

process and the external stakeholders which are bringing input to the process. LUMENE 

is a strong brand in Finnish cosmetic industry, as it is known for good quality products, 

innovative raw materials and good priced products at the range of retail prices. As 

LUMENE is known for their innovations in raw materials which are isolated from 

nature: the extracts, berry seed oils and other raw materials, they have a great future 

ahead of them. They are constantly able to create, in collaboration with research 

institutes and other external stakeholders, new innovative products to the market as 

shown by the patents they are holding and pending. 

From manufacturing company’s point of view there is always a focus on cost 

savings in R&D, manufacturing, design, and marketing. At the same time, companies 

must develop new product and use innovations to bring newer and better products to the 

consumer with lower costs. Frequent product design changes are required to meet 

competitive pressures, and time-to-market is especially important because of the 

competitive advantage and the improved recovery of development costs that result. 

Although, cosmetic industry will continue to invest money into R&D, as innovation is a 
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key to success (Marsh et al. 1988). The innovations in the products are many times 

created when co-working with the key external and internal stakeholders. The 

stakeholder involvement in innovation-related NPD processes can be a vital source of 

long-term competitive advantage in the market.  

Companies need many kinds of external help and knowledge. Therefore, NPD 

process includes many external participators. Already in the ideation phase, external 

input is important. Ideas can be found from i.e. raw material suppliers, research 

institutes, competitors or consumers. Also patents, market researches, external 

knowledge and different kind of associations can give insight to ideation and 

brainstorming. When company has generated business opportunities that could 

realistically be developed into successful products they have to decide which ideas are 

developed further. They can use customer screening as a helping tool to discover the 

best ideas.  

The next phase, concept development, includes many external participators. 

Consumers, clients, external specialists, research institutes, universities, external 

knowledge sources and suppliers are giving their help and excellence to build the 

product concept. Also marketing concept creation begins contingently in collaboration 

with advertising agency.  

The actual developing process includes external help provided by raw material 

suppliers, packaging suppliers and external specialists’ knowhow. Registration help is 

used when company has decided in which countries products are launched. The help is 

needed to make sure that products follow the legislation in the country.  

In order to fulfill cosmetic products’ requirements, companies commonly use 

external testing institutes and laboratories to perform required tests. Cosmetics products 

need to be tested for i.e. safety and efficacy. Developed products need to be tested also 

for consumers’ approval before production is started. Companies utilize consumers’ 

feedback, and possibly tertiary education institutes, to gain important product users’ 

insight and opinions. 

Production enablers are raw material suppliers, packaging material suppliers, 

machinery suppliers and subcontractors. When new products are released to the market, 

advertising agency’s role is critical in success of product launch. New products need 

visibility in the eyes of consumers and media, the press, trade fairs and social media are 

channels to reach consumers. Clients and distributors are stakeholders which sell the 

products to consumers. There are also external counsels in the stores to help consumers 

to choose suitable products for one self.  

When products are in the market, it is very important to follow the sales of the 

products. Clients and distributors provide important sales data which needs to be 

analyzed in the company in order to learn from the executed NPD process and product 

launch. It is also important to go through the collaboration with the key stakeholders 

(suppliers, research institutes/university communities and advertising agency), for the 

purpose of learning and developing the collaboration for next projects. During the 

product’s life cycle, consumers provide feedback which should be utilized in R&D 

department’s work in order to be able to improve the quality of the products.  

During the whole NPD process, there are also passive stakeholders who are 

affecting company’s decisions and development work. Legislations issues are affecting 

in every field of industry. Authorities control that company is obeying the legislation in 

their operations and products. In cosmetic industry, chemical industry’s safety issues 

need to be fulfilled in production, so that working environment is safe for production 

workers. 

As noticed from literature, consumers should be participating in every phase of 

NPD process. All the products in manufacturing companies are made for consumers 
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because they are always interested in new products in the market. The winning concept 

of a new product is a mix of high quality products, groundbreaking ingredients, and 

consumer friendly and outstanding packages. Such products create the foundation for a 

solid and loyal consumer base. To be able to create such product, companies need to 

involve consumers to express what they want. Consumers have many roles during the 

NPD process: they can be idea creators, they are testing products and providing 

feedback and some companies even produce products which are designed by 

consumers.  

In the case company, key stakeholders who are giving their input to NPD 

process, turned out to be raw material suppliers, Mintel market research institutes 

(external knowledge), external testing institutes/laboratories, packaging suppliers, 

subcontractors, consumers and clients. Also research institutes have their crucial role if 

they are participating NPD process. Passive stakeholders, i.e. legislation, chemical 

industry (safety/environment), customs and owner, which are affecting in the 

background, recognized to be less pivotal in the success of NPD process. 

Overall, more time should be used to think what is happening in the society and 

in the world. Companies should know which the macro trends in different industries are. 

After observation the company needs to consider could the trends be converted to their 

own field of business. Could macro trends move into cosmetics industry and could 

LUMENE utilize those somehow in their products or in production machinery? Where 

are the trends going and are those going to start phenomenon? Working in a rush 

constantly, and trying to respond all the growing requires might close employees’ eyes 

and only force to concentrate on own work. Some important phenomenon, trends and 

hints might just flow by.  
As concluding and summarizing the study, all of the research questions were 

answered in the study. The qualitative case study method was carried out by interviewing 

experts and analyzing survey results and then compared to theoretical framework. Basically, 

the interview findings did cover all the same external stakeholders as the literature review. 

The interviews concretized them into actual working environment. Stakeholders have 

different roles during the NPD process and their importance varies depending on the 

development phase. The study presents also managerial suggestions to improve the 

collaboration with internal and external stakeholders. 
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Appendix 1 

INTERVIEW QUESTIONS 
 

Who are you? What is your job description in LUMENE? How are you participating 

LUMENE’s new product development process? Which phases you are participating? 

Are you collaborating with external stakeholders and with whom? How is collaboration 

working? Do you have suggestions how to improve the collaboration? Is something 

working especially well? 

 

Question1: Who are the external stakeholders in LUMENE’s NPD process? (Can you 

please draw into paper?) 

 

Question 2: In what phase each stakeholder is participating? What kind of excellence or 

knowledge they bring into NPD process? 

 

Question 3: How would you describe each stakeholder’s importance compared to 

others? (Categorize stakeholders in three different importance categories.) 

 

Question 4: In which phase the collaboration is most important with each stakeholder? 

Is the importance changing during NPD process?  

 

Question 5: How do you identify the stakeholders? How the collaboration with external 

stakeholders begin? 

 

Question 6: How the collaboration is done? How the communication is done? Are there 

any possibilities how to ease the communication? 

 

Question 7: Has there appeared any difficulties in collaborations and co-working? Why 

are there problems? How to solve the problems? How would you like the collaboration 

to develop? 

 

Question 8: How is good collaboration like? 

 

Question 9: Should LUMENE increase co-working with external stakeholders? How 

could LUMENE do so? 

 

Question 10: With whom external stakeholder would you like LUMENE to 

collaborate?  

 

Question 11: Is LUMENE co-working with competitors or enemies? How? 
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Extra question:  How is collaboration with internal stakeholders (different 

departments) working? Is there any difficulties or problems? 

 

 

 


