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ABSTRACT 
Understanding and applying consumers’ needs in product development is key to success across 
various industries. The failure rate of new products, however, remains high because consumer 
demands are not adequately addressed. To investigate the role of consumers in the product 
development processes of small ventures, we conducted in-depth, semi-structured interviews of 40 
packaged food and beverage small ventures in California and Finland. Our findings showed that 
consumers rarely drove the design of new products, but rather functioned as a source of validation or 
feedback for small improvements of existing products. Consumer feedback was often unstructured and 
concentrated in the latter stages of the product development process. However, even though customer 
involvement in the small ventures’ product development was more restricted than recommended in co-
creation literature their influence still brought meaningful changes to the products. Given the small 
ventures’ lack of resources, future research on creative, low-cost ways to co-create is called for. 
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1 INTRODUCTION 

Understanding consumer needs is paramount for successful product development (Linnemann et al., 

2006; Grunert and van Trijp, 2014). Yet the failure rates of new products in consumer markets are still 

high (Castellion and Markham, 2013), and the inability to address consumer demands is a leading 

cause for the phenomenon (Ryynänen et al., 2014). Facing complex and rapidly changing consumer 

needs, traditional market research methods with a passive view of consumers as mere buyers no longer 

suffice (O’Hern and Rindfleisch, 2010; Hoyer et al., 2010).  

As a result, the literature has shed light on a new paradigm in which consumers are seen as active co-

creators in the new product development (NPD) process (Ind and Coates, 2013). Consumers can 

generate ideas for products that better fulfil their needs or improve the desirability of existing products 

(Cui and Wu, 2016; Gassmann et al., 2010). Through co-creation, they can further influence which 

product elements are to be kept and which are to be omitted (O’Hern and Rindfleisch, 2010). 

Moreover, as product life cycles decrease and new product failures increase, involving consumers in 

the product design process can foster greater customer acceptance and, ultimately, customer loyalty 

(Grunert and van Trijp, 2014). Co-design, which Sanders and Stappers (2008) defined as a specific 

instance of co-creation in which people not trained in design work together through the design process, 

further offers an opportunity for companies to provide customized products for consumers while mass-

producing them (Ulrich et al., 2003). For consumers, the co-design process can not only bring 

enjoyment but also enhance the attitudinal and behavioral response to the designed products (Yu and 

Park, 2014). Also, instead of the mass, specific groups of consumers can be invoked as in the case of 

lead users (von Hippel’s, (1989) that are leveraged to grasp future consumer needs. 

Despite the reported benefits of consumer co-creation for companies and consumers, such as increased 

new product creativity, decreased time to market, and reduced development costs (O’Hern and 

Rindfleisch, 2010), the phenomenon is not yet completely understood. As Filieri (2017) points out, 

literature largely focuses on the customer relationship management side of co-creation, neglecting the 

new product development side. Furthermore, only a handful of studies look at the impact of co-

creation at the different stages of NPD (Filieri, 2017; Kristensson and Magnusson, 2010). Thus, it is 

necessary to investigate consumers’ impact throughout the whole NPD process.  

Another limitation we identified in the current customer involvement and co-creation literature is its 

heavy focus on large companies. Smaller companies are inherently different from large companies in 

how they interact with their consumers due to their limited resources, less formalized processes, and 

less hierarchical organizational structures (Lagrosen, 2005; Hörte et al., 2008; Gilmore et al., 2001). 

Furthermore, small ventures can have greater pressure for new products to succeed fast due to more 

limited reserve resources to sustain operations in the face of lacking revenue. Thus, meeting customer 

needs and expectations is of utmost importance for them (Tardivo et al., 2017; Ngugi et al. 2010).  

Among various industries, the food industry provides a particularly intriguing arena for examining 

customer involvement in small companies’ NPD processes. Recently, the industry has undergone 

numerous societal and technological changes (Bigliardi and Galati, 2013), shifting from supply-based 

operations to demand-driven ones (Costa and Jongen, 2006). Furthermore, the interconnectivity of the 

industry adds to the industry players’ interest in opening up the innovation process to more 

stakeholders (Capitanio et al., 2010). Yet, especially small players may find themselves constrained 

and locked-in due to the power larger players have in food supply chains (Mikkola, 2008). However, 

the gaps identified in the customer involvement and co-creation literature carry through to the food 

industry. The field research on the influence of customer involvement in the food and beverage 

industry is scarce. Within the context of large companies, a few case studies delineate how they 

involve consumers in their NPD process. For instance, Thomke and von Hippel (2002) explored a case 

regarding a supplier of flavors for the food industry that involved customers in its product design 

process. By outsourcing parts of the design process to its consumers, the supplier gained information 

on consumers’ taste preferences. Similarly, consumer-led product development was found to deliver 

benefits in the kiwi industry (Jaeger et al., 2003) as well as beef and yogurt industries (Grunert and 

Valli, 2001). However, considering the structural differences between large and small companies, 

more research is needed on the role of consumers in small food ventures’ NPD processes.   

One of the few studies addressing this gap concludes that small food and beverage ventures are 

increasingly aware of the importance and benefits of consumer involvement in the NPD, yet they are 

rarely able to extend the role of consumers beyond testers (Tardivo et al., 2017). We set out to further 
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address this gap by investigating how customers impact the NPD of small ventures in the food 

industry during different stages of the NPD, based on an analysis of 40 Finnish and Northern 

Californian food and beverage small ventures. 

2 DATA AND METHODOLOGY 

Our qualitative dataset consists of 59 interviews, 20 from 20 Northern Californian (USA) and 39 from 

20 Finnish food and beverage ventures. Each US company was interviewed once, while for the 

Finnish companies each co-founder was interviewed separately in the case of multiple founders. All 

companies were recruited by cold-calling or snowball sampling (Biernacki and Waldorf, 1981). The 

case companies varied in size from one-person startups to small companies, and about three quarters 

of the companies were micro-sized enterprises (MSEs) with less than 10 employees (Buculescu, 

2013). All companies had at least one packaged product in the market. The data was collected through 

a series of in-depth, semi-structured interviews. The critical incident-based thematic interviews 

(Flanagan, 1954; Chell, 2004), focused on real anecdotal reports on the companies’ NPD activities, 

including the companies’ interactions with different stakeholders, collaborations with other 

companies, and experiments with consumers. The interviews were conducted face-to-face or via 

videoconferencing with the founder or other early key personnel. The interviews were audio recorded 

and transcribed verbatim. Some quotes have been translated into English for presentation purposes. 

The research process was guided by European Union General Data Protection Regulation and 

approved by an Institutional Review Board.  

Then, the data was analyzed in four stages. First, all mentions of the interviewees’ direct interactions 

with end users were identified. This procedure resulted in 133 mentions in the Northern Californian 

data and 134 mentions in the Finnish data. In the second phase of analysis, we coded for all instances 

in which the end users had an impact on the ventures’ product development activities. The final step 

was thematic coding of those instances in which end users influenced the product or package design 

(Braun and Clarke, 2006), identifying the four types of influences (design influence, validation, new 

product idea, and design driver). Additionally, three other dimensions were coded to capture the 

nuances of consumer involvement instances: 1) the intentionality of the influences (intentional and 

unintentional), 2) the phase of product development in which the influence occurred (pre-

development, product development and testing, and commercialization), and 3) the duration of the 

influence instances (a one-off, short term instance, a series of short-term instances, and a long-term 

interaction).  

3 RESULTS 

From the dataset, we identified 188 instances in which consumers influenced the MSEs’ NPD 

processes (111 from Northern California and 77 from Finland). The ventures’ frequency of consumer 

engagement was across a spectrum, ranging from one venture that interviewed over 150 people to shape 

their beta product to another startup that only occasionally received new flavor requests from 

customers. Although the companies varied by degree of consumer involvement, every company 

reported at least one instance of such involvement. The impact of consumer feedback also varied, as 

some feedback led to the launch of an entirely new product line, while others held no further impact 

than simply adding a new nutrition label. The variance will be discussed in the following section, but 

part of it may also be due to the less formalized more flexible NPD processes  of MSEs. Furthermore, 

the majority of the feedback was intentionally solicited by the companies in product demos or taste 

testings at grocery stores (Finnish MSEs) or farmer’s markets (Northern Californian MSEs). Such 

demos or testing were mostly performed in the later stages of product development. Because the 

interactions at demos or testing were often conversational, the feedback was collected casually rather 

than structurally. Although the MSEs sometimes struggled to interpret the unstructured feedback, the 

qualitative aspect added more depth to the feedback and opened up the opportunity for unexpected 

findings. For instance, one startup reported, “you always end up getting more information than you 

expected,” explaining how she preferred a phone call to an email.  
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3.1 Type of influence 

The customers had four types of influence on the product development process of the companies: 

design influences, validation, new product ideas, and design drivers. The design influences and 

validation mostly took place in the latter part of NPD, from product development/testing to 

commercialization, while new product ideas and design drivers were provided in the pre-development 

phase. Table 1. shows the number of instances for each type of influence in the Northern Californian, 

Finnish and combined data.  

Table 1. Type of influence 

 

3.1.1 Design influences 

The design influence incidents (n = 103) were cases in which consumers affected either the packaging 

or content of the startups’ existing products, leading to iteration of an attribute. The iterations were 

mostly incremental, such as tweaking a label on a package or the sugar level of a product. In most 

cases, the iterated product or package was a ready-made prototype that required only final touches or a 

commercial product. From the Northern Californian dataset, the requested changes reflected the food 

trends in the market, such as the shift towards the foods that are sustainable, plant-based, and free of 

Genetically Modified Organisms (GMO). Oftentimes, the startups would host taste testings, organize 

user panels or run demos to gather feedback from customers. The quote below describes an example of 

a user panel organized to decide the optimal sweetness level of a product: 

 

“For this product, we organized a user panel including various customers from heavy users to 

ones that don’t really fancy the beverage. Due to our limited resources, the testing lasted only 

one afternoon, but we still got enough feedback from the blind tests to determine the optimal 

amount of sugar for the product.” (Finnish distillery) 

 

Although grocery stores, farmer’s markets and restaurants were the most common venues for such 

user tests, some more unconventional venues included outdoor areas like parks and beaches, 

customers’ own homes, and dedicated test laboratories. It is worth noting that the Northern Californian 

dataset had almost twice as many instances of design influences as the Finnish instances. The major 

difference between the two regions was the prevalence of farmer’s markets, food startup incubators, 

and shared commissary kitchens in Northern California, which could have contributed to the higher 

number of instances. Besides such physical spaces, social media platforms such as Instagram were 

also reported as a common channel by which startups would gauge consumers’ reaction to new 

products and receive improvement ideas or modification requests.  

Most of the design influences were initiated by the companies, but some came directly from the 

customers. For instance, customers would have trouble understanding the new products or the 

packages and as a result reach out to the companies to inquire. Through implementing such feedback, 

the ventures were able to improve both the desirability and the comprehensibility of their products.  

3.1.2 Validation 

In the validation instances (n = 46), the companies tested the desirability of their products or 

packaging concepts, but the feedback did not necessarily lead to any change in the products. Demos, 

testing sessions and user community gatherings were the most common ways to seek validation from 

customers. Validations were also initiated by customers, often in the form of encouraging emails. To 

compare validation with design influences, the former let companies assess customers’ acceptance for 

a product that was already ready for market, whereas the latter allowed the companies to receive input 
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on product attributes that were still under development. For example, a Finnish ice cream venture 

hosted a tasting session to gauge the market reaction, as captured below: 

 

“First time ever, we were running a tasting session at a supermarket. There were 800 

customers visiting the store that day, and 100 of them bought a pint of our ice cream. The 

store owner was like ‘Wow, that was a great success!’ but we were still a bit hesitant and 

thought, ‘They just bought out of pity.’ However, when the same customers came back the next 

day to buy more, we started to become convinced.” (Finnish ice cream venture) 

 

Some of the products were novel foods and beverages, and the companies had to ensure that there was 

acceptance from their customers. Thus, they presented these novel products to customers to gauge 

their initial reactions and learn about the markets’ readiness for introducing the product as well as 

create publicity around the novelties. For instance, a kefir company based in Northern California was 

heartened to hear words of affirmation from her customers at a farmer’s market.  

 

“We get a lot [of positive feedback] especially at the farmers market where we're personally 

selling, I remember there was one woman... She came every single week with a bunch of kids 

and she would buy lots of kefir and after like… one month she came and told me, ‘well, you 

know what? because of your product I stopped being sick. My kids have stopped being sick.’” 

(Northern California kefir venture) 

3.1.3 New product ideas 

The customer influences in the category of new product ideas (n = 27) concerned novel suggestions from 

consumers. These ideas were suggestions for new products, new package designs or new flavors. Flavor requests 

were the most common type among the new product ideas, and for some companies, customers were the main 

source of inspiration for new flavors. Many quotes highlighted the value of such ideas as they directly reflected 

customers’ needs. When a certain flavor was requested repeatedly, a startup could assume that it would be a 

successful addition to the product portfolio, as illustrated by the following quote:  

 

“But for this one they've been telling me; everyone always asks for a fig jam…. Um, so I find 

that we have to do this, we need to make a fig jam, like that's just money sitting on the table.” 

(Northern California jam venture)  

3.1.4 Design drivers 

Design drivers (n = 12) were similar to new product ideas, but the consumers’ impact was stronger, 

driving the design of a whole new product or new product line in contrast to only the creation of a new 

flavor. Unlike design influences, which were iterations of existing products, design drivers led to 

novel products of unprecedented nature. For instance, a jam company decided to launch a line of 

vinaigrettes and popsicles to address the plant-based trend and diverge from their existing portfolio of 

jams. In the Finnish data, these design drivers often came from a community of users, typically early 

adopters or fans. For example, a Finnish ice cream venture decided to launch a whole line of vegan 

products after repeated consumer requests. This form of consumer influence, however, was rare in the 

data. Moreover, in the Northern Californian dataset, half of the instances were regarding the very first 

line of products, not a new line.  

3.2 Intentionality, phase of product development, and duration of influence 

3.2.1 Intentionality of influence 

The incidents of consumer influence could be divided into two types of intentionality from the 

perspective of the MSEs: intentional and unintentional. Unintentional influences happened in 

unplanned and unorganized interactions with customers, such as spontaneous customer feedback on a 

product or a package, unexpected ideas from customers, or informal interactions with the user 

community. Although mostly this spontaneous feedback was welcomed by the ventures, on some 

occasions, the MSEs were not pleased by such informal feedback due to its subjectivity and 

ambiguity. For instance, a ginger beer company received a request from its farmer’s market customers 

to create a sugar-free ginger beer for their diet. The founder was initially against the idea but 
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eventually decided to launch it. Nevertheless, it is notable that a significant chunk of the consumer 

input was not solicited by the companies. In the American data set, about two thirds of the influences 

were intentional and about one third were unintentional, and in the Finnish data set, the respective 

shares were three fourths and one fourth. We conjecture that the difference came from the wide 

adoption of farmer’s markets in the Northern California region. In fact, a cracker company remarked 

on how a group of vocal, educated, and health-aware customers in one of their farmer’s markets would 

continuously give them strong feedback.  

Intentional influences took place in more organized events like testing sessions, user interviews or user 

panels. Here, the goal of the companies was to interact with customers to collect feedback, to get ideas 

for new products, or to get validation for their product concept. Although the companies put a lot of 

effort arranging such activities, it was difficult for them to actually benefit from the influences because 

the consumers would give mixed feedback. Furthermore, in the Northern Californian data, some 

companies had to hire third parties or grocery store partners to handle the demos or testings, thus 

adding an extra layer of abstraction between the customers and the companies.  

Table 2. Intentionality of influence 

 

3.2.2 Duration of influence 

The durations of the interaction resulting in consumers having an influence on the interviewed 

companies varied among one-off short-term interactions, a series of short-term interactions and 

continuous long-term interactions. One-off short-term interactions included instances like an 

individual testing session or a one-time user panel. When such one-off incidents were repeated in a 

similar fashion with a different group of customers, they were counted as a series of short-term 

interactions. In contrast, long-term interactions referred to long-lasting, sometimes bidirectional, 

interactions with a group of customers.  

The majority of the instances fell into either one of the two short-term categories, implying that long-

lasting engagement with customers was still somewhat rare. Some rare exceptions were a few Finnish 

ventures’ long-term relationships with their user communities. The interactions were not only 

bidirectional but also casual.  In the US data, there was only one startup that managed a relationship 

with the same community of users. In this case the users were the early crowdfunders, to which the 

startup would send out surveys to get feedback on their new product ideas. The quotes below 

exemplify the different durations from short-term one-off, to short-term series and finally long-term: 

 

“I think the first time I did some tasting, I had 20 samples, and people were like, are you 

crazy, how are we gonna really evaluate 20 different combinations. But actually, that day was 

when I got this main flavor, which contains this beetroot and blueberry, strawberry. And then 

I added a little bit of banana for the sweetness.” (Finnish fermented drink venture) 

 

“Yes, and so luckily I happened to have a friend who was involved in the food truck...,and so I 

was able to tag along on his food truck event and sell my ginger beer just to strangers and see 

what they thought. And it was well received and so I'm like, alright, I think I'm onto something 

here.” (Northern California ginger beer venture) 

 

“Here in our farm store we have grinded some of our rolled oats and there has grown a bit of 

a fan community around this as-unprocessed-as-possible oats. So it was clear that these 

grinded rolled oats would be one of our products.” (Finnish oat and buckwheat snacks 

venture) 
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Table 3. Duration of influence 

 

3.2.3 Phase of product development of influence 

Tracking the phase of product development processes where the influencing incidents took place, the 

companies’ processes were divided into three phases from the initial idea to the market launch: pre-

development, product development and testing, and commercialization. Most of the analyzed 

influences took place in the last two phases, product development and testing and the commercial 

launch. This is in line with the most common types of consumer influences, design influences and 

validation, which usually take place only after the concept development phase of a product. Pre-

development influences were relatively rare, implying that there is still significant potential to benefit 

from more customer involvement in the front-end phases of product development.  

A point worth noting is that no customer influence lasted throughout the whole product development process. 

Therefore, as stated already in connection with the duration of influence, the interactions between customers and 

ventures were rather brief and transitory in nature. Customers were used as information sources at specific points in 

the product development process rather than active co-designers or co-innovators. 

Table 4. Phase of product development of influence 

 

4 DISCUSSION 

The current study investigated consumer involvement in and influences on the NPD of Finnish and 

North Californian food and beverage ventures. While consumers were involved in various ways in 

different phases of the companies’ product development process, in most cases, their influence only 

led to small improvements of existing products or validated the concepts under development. The 

companies also engaged their consumers mostly in the latter phases of product development, missing 

the benefits of early user involvement (Gruner and Homburg, 2000; Hoyer et al., 2010), such as 

avoiding expenses after product launch, reducing failure or avoiding a locked-in position in a supply 
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chain (Hoyer et al., 2010). Furthermore, consumers were never engaged throughout the whole NPD 

process. In their case studies of three Italian food small ventures, Tardivo et al. (2017) found that 

consumers were involved in the latter NPD stages, merely playing the role of co-testers. Similarly, our 

data show that the food MSEs practices were rarely aligned with the higher intensity co-creation that 

literature advises.  

The two approaches for co-creation in the literature, participatory design and human-centred design, 

both advocate for continuous and bidirectional consumer involvement starting early on in the NPD 

(Abras et al., 2004; Ind and Coates, 2013). Our empirical data, however, show that the consumer 

involvement was sporadic, mostly consisting of fleeting encounters with different groups of 

consumers. The consumers would casually provide new flavor ideas but only rarely drove the design 

of entirely new products. Consumers rarely played the more involved roles of co-designers or co-

innovators.  

A few factors contributed to such practices. First, the entrepreneurs reported difficulties in interpreting 

and applying the typically subjective and ambiguous input from consumers. Second, harvesting 

feedback from consumers was seen to require many resources, including time, labour, and money. For 

instance, some of the Northern Californian startups hired a third party or grocery store partner to run 

demos on their behalf. Such a process introduced an extra layer of abstraction,making the feedback 

more difficult to digest. The lack of direct contact can also lessen consumers’ understanding of the 

company, which is one of the benefits of engaging with consumers (Vivek et al., 2012). Third, the 

venues the ventures used, such as a farmer’s market or grocery store, were not optimal for structured 

feedback gathering. Traditional design research methods like user interviews or market research 

techniques like focus groups, which could provide more structured feedback, were scarce in the 

results. These factors point to companies lacking capabilities and resources for co-creation (Lagrosen, 

2005). Setting up the processes for engaging customers as co-designers or co-innovators in the NPD 

can require ample resources, which MSEs often lack (Hörte et al., 2008).  

In fact, such a resource disadvantage has to be taken into account in the assessment of the ventures’ 

practices. Although the ways companies engaged with their consumers were not typically aligned 

with the ideals of co-creation, the consumers were not ignored by any means. It is notable that the 

consumers were able to bring about significant changes in the products, even in the latter stages of 

the NPD. Perhaps such practices were only possible because the companies were small and their 

NPD processes are generally more fluid and less structured than those of larger companies (Nicholas 

et al., 2011). Considering the companies’ constraints on resources, receiving sporadic, unstructured, 

and even unsolicited feedback might have actually been a good strategy for engaging their 

customers as less formalized NPD may render it difficult to engage customers throughout the whole 

process. Thus, it is impossible to set the ways of customer involvement in any clear order of quality. 

It rather seems that the ventures were involving their customers in ways most accessible and 

beneficial for them. 

The findings call for more research on small ventures consumer involvement. Most importantly, co-

creation strategies suitable for small ventures of different degrees of capabilities and resources should 

be devised. Large corporations’ strategies to engage consumers in earlier product development stages 

should be assessed to determine their applicability to small ventures. Small ventures that are 

effectively overcoming the low-resource environment and incorporating consumer feedback into their 

NPD can act as case studies for showing how smaller organizations can leverage co-creation, and 

further research on creative and low-cost methods to gather consumer insights or to encourage 

reciprocal involvement is called for (Ind and Coates, 2013). Further research is also needed to measure 

the economic impact of the different types of consumer influence, particularly in longitudinal studies 

to avoid selection bias. Lastly, the findings of the current study may not be generalized to other 

regions or other industries, and further research is needed to evaluate the representativeness of the 

current results.  

5 CONCLUSION 

This study contributes to new product development and co-creation literature through highlighting 

the ad hoc nature of most consumer involvement in the new product development efforts of food 

and beverage MSEs. Rather than systematic, high-intensity involvement such as in co-creation, the 

majority of the consumer influences took place in the later stages of the NPD and came from short-
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term interactions with varying groups of consumers. However, these influences were meaningful 

and resulted in even large changes, potentially due to the more flexible development processes of 

the MSEs than what would be typical in larger organizations. Co-creation, in the way it is currently 

advised, can require significant capabilities and resources from both the companies and the 

consumers. Thus, future research should explore ways for MSEs to expand their current practices of 

consumer involvement to the earlier stages of NPD while keeping costs low. Furthermore, the 

dynamics and different forms of co-creation should be assessed within more heterogeneous 

contexts, including the non-technological industries and smaller ventures that often have a 

systemized NPD process.  
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