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Abstract

Innovation has become a necessity to survive in the highly competitive 21st century market. The market is volatile
and complex and poses a lot of challenges to organizations.

Organizations innovate in order to survive and sustain in the market. This era thrives on innovation and it is the new
contribution that makes organizations survive and sustain in the market.

This research paper would give an insight on the various aspects of innovation in an emerging market and how to
manage complexity in the age of Information and engage with well informed customers.
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1. Introduction

In an emerging market economy, innovation has become essential with the proliferation of new markets and
products that are available to the end consumer. The development of new marketing tools and methods plays an
important role in the evolution of industries and markets in the 21 century.

Growth and development are an overarching focus of business. This is true even for businesses that are not looking
to expand; products and services that have prospered in the past will always start to decline, and business divisions which
once seemed perfectly attuned to their markets find that their markets have changed. Inevitably, then, it is a tougher
proposition in businesses with ambitious growth targets, where the size of the new opportunities needs to outstrip the
losses from the fading markets, and in larger businesses, where opportunities must have some scale to have an impact on
the business. The growth in the 21st century is also changing, as resource pressures push up costs, and businesses are
more closely scrutinized amid changing expectations about their public and social responsibilities.

In recent years, for instance, new ways of gathering consumer information through innovative marketing programs
and technologies have enabled organizations to reach consumers more effectively and to use pricing strategies that were
previously not feasible; new trading formats and techniques. Organizations like Amazon.com are using “one click online
ordering process” which have expanded the market for many firms and potentially reduced consumer transactions costs.

Companies struggle to innovate in today’s competitive environment. As per industry reports, only 2% of all product
ideas make it to the market. They need to continually be guarded against adding to their “clutter” — the creeping impact
of complexity on efficiency and cost-competitiveness.

Henry Ford famously said, “If I had asked my customers what they wanted, they’d have asked for a faster horse.” In
other words, the road to true innovation is rarely illuminated by customers telling you what to do next; they may often
not know what they want next.

The biggest challenge for companies is to overcome the conventional wisdom, and understanding the core
capabilities which tend to be the fuel that helps companies to generate out-of-the-box thinking and to push them to new
ways of uncovering the customer needs.

2. Innovation from Product Proliferation

Discovering what customers need isn’t always easy, and this is exacerbated by the fact that many companies often
go down the wrong innovation path due to internal biases.

From an industry perspective, research from various reports and industry analysis says that Apple’s innovation
strategy is distinguishing itself from conventional MP3 players by being “scored in simplicity” and resisting the influence
of internal biases. Too often, consumer technology product makers tend to “over-feature” their innovations. These are
geeks who want to add the latest new thing and historically have a tendency to make their products too complex. They
are technology experts, and their tendency is to build the product they can use, which is not the mainstream product.

Markets are much slower to change than people would ever imagine, without a strong understanding of what value
new products are providing, it is very easy for companies to drift off track; they may be simply ‘going through the
motions’ in their innovation practices.

3. Managing Complexity

Much complexity — seen or unseen — is the result of going too far with what companies misread as innovation.
Companies wind up over-featuring and overdeveloping to the extent that they become focused only on building
something new, not necessarily building something profitable or building something valuable
The main issues in managing complexity have to do with the analysis of the following innovation drivers:
- Changes in the final demand and corresponding new needs/expectations that could be faced with innovation in
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distribution/retail services and formats.

- Development of technology that offers new opportunities for companies to introduce innovations, both in the offer of
distribution services, and in the channel relations or in the relations with the end-consumer.

- Horizontal competitive mechanisms — both between manufacturers and between retailers — as well as vertical
competitive mechanisms, that lead to new organizational and structural solutions in marketing channels.

The main key for companies is to identify the unarticulated needs of the customer and align their innovation processes to
those insights. Companies must discover what innovations customers are willing to pay a premium for, identify their own
competitive strengths and free up innovation capacity by removing or managing complexity within the organization’s
products, services and operations. The potential reward is a better bottom line and increased visibility with customers, as
companies invest in understanding customers’ needs while shedding the excess clutter that can bring down their rivals.

4. Finding the Heart of Consumers

How can companies begin identifying customers’ unmet needs, and particularly those they are willing to pay for?
According to the book Fast Innovation: Achieving Superior Differentiation, Speed to Market, and Increased Profitability,
by George Group’s Michael L. George, James Works and Kimberly WatsonHemphill (McGraw-Hill, 2005), sources for
analyzing customers’ needs might include ethnographic studies; face-to-face interviews with end-users and customers;
diaries and intercepts; and expert advice and trend analysis on technology and markets. These help companies measure,
explore and make tradeoffs among customer requirements, the authors write.

It is where differentiation in offerings is calibrated carefully to customer needs and fast-tracked to market, there is
larger-than-usual opportunity to realize premium prices before commoditization.

Thus, the key to customer insight development is to look across the entire value chain for insights, and not rely only
on channel partners to do the consumer work for the organization.

5. Giving Customers the Faster Horse

Without a broader view, innovation efforts may be reduced to simply reacting to every little request from
customers. It has been argued by George Group’s Stephen Wilson, co-author of Conquering Complexity in your
Business, many companies are still responding to customers’ requests for a faster horse — to borrow the Ford analogy —
without a view to the impact on the company’s costs and processes, nor to the long-term strategy of the company.
Complexity creeps in, and these companies wake up to a sprawling portfolio with burgeoning costs and unintentionally
find themselves unable to serve customers well. One company, operating in a fairly mature market, “had built a strategy
of having the broadest possible offerings and being very responsive to the customer.

Over time, it absorbed their capacity to innovate.” That also left the company vulnerable to competition, which
scored better on speed to market and customer service. “By trying to respond to every customer’s specific requirements,
they lost out on addressing customers’ more basic, fundamental needs.”

In such a situation, Wilson recommends getting a clear perspective on what is really important to the customer and
what they will pay premium prices for. Internally, management needs to adjust its focus from chasing market share to
“value share,” which means getting an increasing share of the margins available in that market segment.

It can be concluded that companies looking to develop products and innovation in and from the emerging markets
should consider:

* A defendable niche, based on understanding local needs combined with a constant feedback loop between the integrated
local and corporate strategies. This also includes management of local talent pool, to encourage both incremental and
breakthrough thinking.

* Cost advantage, achieved through scale and/or efficiency which creates the ability to price competitively, ride out
periods of intense price competition and experiment with new ideas.

* Tailored products or services which address the “true voice of consumer” of the segment being targeted, as well as
unique local needs, institutional voids, collaboration opportunities and price points Emerging markets are the “Key
Swing factor” in the future growth of global trade and financial stability, as well as critical players in global politics and
business.

6. The Future Perspective: Unlocking New Sources of Growth

The purpose of this Future Perspective, Unlocking new sources of growth is to focus on where sources are likely to
be found and how businesses can identify them using a structured manner. Unlocking new sources of growth, therefore,
explores the following sources of growth:

New markets: people—mostly in emerging markets—who have reasonable amounts of disposable income for the
first time. This group includes the "emerging middle classes" in these markets. Here, we go beyond the conventional
wisdom; the opportunities in these markets are more complex—and perhaps less immediate—than is generally believed.

Changing values: shifting social values and behaviors create new market spaces. Changes in the way we work have,
for example, led to a boom in the high street (or main street) café and, combined with health concerns, created a multi-
billion-dollar market in pre-packaged salad.

Shifting money: within richer markets, money moves between different consumers, sometimes quite quickly. In the
United States, for example, the financial crisis has created a new group of the "working old," who are still earning and
spending.

Emerging technologies: new technologies have long been identified as a source of new growth. Some foresee a
boom in technology-based opportunities in the coming years. But the trick is always in the timing, for technology-led
innovation can take decades to reach the market. There are techniques to help to get the timing right.

New business models: the combination of changing values and changing technology platforms can create
opportunities for new business models, which take value from existing players. Famously, iTunes has captured value that

13



G.J.C.M.P.,Vol.4(2):12-15 (March-April, 2015) ISSN: 2319 - 7285

used to belong to high street/main street music retailers. Mobile and cell technology makes possible the pay-per-use car
market.

Here we will explore each of these in turn, together with some of the tools needed to identify them. If there is one
message here, it is that focusing on a single area (betting, say, on technology or emerging markets) is not often a
successful strategy. Instead, the new sources of growth that are likely to prove most durable are those where multiple
trends combine. A change in values, for example, aligns with a change in economic structure, perhaps, while a
technology platform has matured to create a new distribution platform or a different way of servicing the market. Taken
together, they create new synergies on which the alert business can build.

According to Michael Spence and Sandile Hlatshwayo, "The evidence we have from the postwar history suggests that
the majority of countries entering the middle-income transition have slowed significantly or even stalled. Of the sustained
high-growth cases in the postwar period (thirteen, soon to be fifteen, with the addition of India and Vietnam), only five have
maintained high growth rates through the middle-income transition and proceeded toward advanced country income levels
of $20,000 per capita or above."

The economic projections of the future growth of emerging economies tend to be over-reliant on past economic
performance as a guide to future economic outcomes. But arithmetic alone dictates that as low-income countries become
middle-income countries, their growth inevitably slows down. As noted above, some middle-income countries never make
the transition to high-income, for reasons that are still poorly understood.

The high growth rates seen in China and India have been significantly dependent on buoyant global export
markets—and growth has slowed in the face of sluggish European and North American economies. A shift to a more
internally focused consumer-led economy might remedy this, but the transition itself would have the effect of slowing
growth as the economy adjusted.

There are increasing internal barriers to growth, as we related in the case of China in our Future Perspective, China's
Challenges, earlier this year. These include environmental factors such as water and air pollution, poor logistics and
infrastructure, and inadequate institutional frameworks. Corruption is also a barrier to growth.

The economic effect caused by the move from rural to urban areas is all but over. United Nations research suggests
that future urban growth in emerging economies will come from migration from other cities and internal growth.

The richest countries in 2010, per capita, will still be the richest in 2050. The gap with poorer countries should
narrow, but it won't close. "Even with another 40 years of superior growth, China's real per-capita GDP in 2050 will
barely be 50% of that of the US." For new sources of growth, the challenge—for the next decade and for several to
come—will be to find those sources of growth in the slower growing richer markets.

Thus, they still have huge untapped potential and they seem determined to undertake domestic reforms to support
continuous and sustainable growth. What’s certain for now is that there are numerous opportunities waiting to be
explored in terms of innovative ideas, product launches and new markets.
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