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ABSTRACT 
This paper examines the use of systematic methods in the product and service 
development process within small companies. The method used was semi-
structured interviews with persons involved in the product or service 
development process in the companies. The results show that almost all of the 
18 companies examined in the study used no systematic methodology in their 
product or service development processes. The development processes were 
often ad hoc and inefficient and the companies were aware of this problem 
and suffered from it. They wanted to change their way of working but did not 
know how, yet expressed that a more systematic product or service 
development methodology could be a promising alternative to solve their 
problems. The small companies often had scarce resources for product or 
service development and had limited or no knowledge of systematic methods 
that could be used in their product and service development processes. Only 
one company in the study had a structured and effective product development 
methodology that suited the company’s characteristics. This case, however, 
shows that a structured and effective product or service development process 
is possible in a small company.  
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1. INTRODUCTION 

Increased competition, more complex products and shorter lifecycles of products and 
services force companies to become more innovative and flexible to answer the 
demands from the market. This is true both for large and small companies. The ability 
to generate innovations is the most important factor for success for small companies 
(Friis et al. 2002). An innovative product or service development process within the 
company is a way to meet these demands. One problem for small companies is lack of 
resources and knowledge of systematic methods that can be used in their product and 
service development processes (Larsson 2001; Elfving 2004).  
 
There are numerous systematic and efficient methods for product development 
processes (Pahl & Beitz 1996; Pugh 1990; Roozenburg & Eekels 1996; Ulrich & 
Eppinger 2005) and how it can be introduced in companies (Bessant & Francis 1997) 
but these methods are often designed to suit larger companies with greater resources for 
product development (Hoffman et al. 1998; Elfving 2004). Small and large companies 
are also innovative in different ways and existing methods do not respect that (Olsen et 
al. 2006). Elfving (2004) concludes that useable product development models for small 
companies are missing in the academic literature. This shows the importance of taking a 
closer look at smaller companies’ product and service development processes and their 
use of systematic product or service development methods. 



1.1 PURPOSE 
The purpose of the study is to examine the product and service development processes 
in small companies and in particular the use of systematic methods in these processes. 
The systematic methods in this study are those that are used in the early phases of the 
product or service development process. Examples of these methods are methods that 
structure the often complex product or service development process, methods that 
facilitate creativity or support the collecting of needs and demands from customers and 
end-users, as well as methods that create and evaluate concepts. The aim is to identify 
the needs and challenges of adapting, implementing and using systematic and effective 
development methods in smaller companies.  

2. METHODOLOGY  

Product and service development processes are often complex, with unclear boundaries. 
A multi-case study approach was chosen because it allows the researcher to deeply 
understand the studied phenomenon and its context (Yin 2003).  

2.1 SAMPLE SELECTION 
A small company in this study was defined as a company with less than 70 employees. 
The small companies in this study had to have their own product or service 
development activities or to want to have their own product or service development 
activities.  
 
Twenty-nine companies were contacted. These small companies were asked to 
participate in the study and 18 were positive. The companies had between one and 70 
employees and represent manufacturers of mechanical products, electronic products and 
service companies providing for instance software or education. They were mainly B2B 
companies and all except for one were from the same small municipality in Sweden. 
The one company not from the municipality was considering getting established in the 
same municipality. 

2.2 INTERVIEWS 
The companies that agreed to take part in the study were visited in person and semi-
structured interviews were carried out with the top managers, usually the owner of the 
firm, or some of those responsible and involved in product or service development 
within the firm. The interview questions covered the companies’ product or service 
development process, the methodology used and the problems and needs within the 
process. The research method, semi-structured interviews, was chosen because it can 
provide high quality and deep data about the respondents’ thoughts, valuation and 
attitudes towards different ideas and concepts, all in a relatively short interview 
situation (Silverman 2006).  
 
General questions about the firm and their products and services were asked. If the 
company had an existing product or service development process it was discussed. 
Otherwise, the need for a product or service development process was discussed. 
Questions were asked about attitudes and thoughts about product and service 
development, how the process starts, disciplines and persons involved, phases and 
activities carried out and supporting methods and techniques. During the interview 
problems and needs within the firm’s product or service development process were 
identified.  



At the semi-structured interviews a rough outline of questions was used. Some of the 
questions that were central to the research question were asked at all interviews, while 
other questions were put aside when discussions and topics produced other useful 
information.  
 
Field notes were used during the interviews. One problem with field notes is that the 
researcher cannot go back to the origin as with recordings but only to the field notes as 
they were written (Silverman 2005). The field notes were compiled and analysed further 
within 24 hours from the interviews, so as little as possible of the data was forgotten.  
 
Important questions at issue that arose in earlier interviews were asked in later 
interviews. At the last interviews a theoretic saturation was experienced when no much 
new data arose around the most important issues. 
 
It is possible that quantitative methods could have been used in this study instead of the 
qualitative method of the semi-structured interview, because the study is mostly about 
the methods used in the small companies’ product and service development process. But 
this could be misleading because of the fact that one company used several methods 
without knowing the method’s name and that the methods were prescribed in academic 
literature. This use of product development methods could probably easily be missed if 
the company, for example, had to fill in a quantitative survey when they mark the 
methods used in the product or service development. 

3. FINDINGS  

The semi-structured interviews gave information about the use of systematic 
methodology in the product and service development process in smaller companies but 
other useful information about the same process also arose.  

3.1 THE USE OF PRODUCT AND SERVICE DEVELOPMENT METHODOLOGY 
To structure the findings some classification was performed. Product and service 
development methods were divided into three categories. The categories were methods 
used for analysis of the development problem, methods to support creativity and 
methods for evaluation of ideas and concepts. These are common classifications of 
product development methods and have equivalence in Ulrich & Eppinger (2005).The 
three categories and the firm’s theoretical knowledge of product and service 
development and its methods, as well as the company’s will to change their existing 
way of working in the product or development process are summarized in Table 1 
below. 
 
 
 
 
 
 
 
 
 
 
 
 



Product 
or 
service 
firm 

Number of 
Employees 

Got 
develop-
ment 
process 

Methods 
used for 
analysis 
of 
develop-
ment 
problem  

Methods 
to 
support 
creativity 

Evaluation 
methods 

Theoretical 
knowledge 
of product 
and service 
development 
and its 
methods 

Want 
change 
in way 
of 
working 

Service 1 ●     ● 

Product 3 ● ● ● ●   

Service 6 ●    ● ● 

Product 20 ●     ● 

Product 1 ●     ● 

Service 9 ●  ●  ● ● 

Product 70 ●      

Service 2 ●     ● 

Service 20 ●     ● 

Service 1 ●     ● 

Product 3      ● 

Product 3 ●     ● 

Product 25      ● 

Product 5       

Product 2 ●      

Product 1 ●     ● 

Service 10 ●      

Product 11 ●  ●  ● ● 

Table 1.  The use of product or service development methodology 

The findings showed that many, 12 out of 15, of the companies who have their own 
product or service development process, worked without the use of systematic methods 
in their development of products and services in the early phases of the development 
process. The companies mostly worked in an ad hoc way. One of the vice presidents at 
one company described the development process as this: they developed something in 
some way and if they were lucky it became some kind of product in the end.  
 
The most common method was the creativity-supporting method of brainstorming 
(Osborn 1953), which was used by all the three companies that used product or service 
development methods. 
 
The analysis of the product or service development problem to be solved was often 
scarce among most of the companies and they usually skipped the analysis phase and 
directly tried to solve the product or service development problem without much 



knowledge about it. The results of this way of working were that the product or service 
development process often became unstructured and inefficient and not very innovative. 
Only one company used some method for analysis of the development problem. 
 
Two companies were quite happy with their way of working and did not see why they 
should change it even though they often worked inefficiently and in an unstructured 
manner, without the use of systematic product and service development methods.  
 
As an exception, a company with only three employees used methods in all three 
categories. This methodology was well suited for the company and its resources. They 
used several methods without knowing their names or that they were scientifically 
developed methods. Examples of methods used for analysis of the development 
problem were the use of requirement specifications that were developed in collaboration 
with the customer. Examples of creativity-supporting methods used are brainstorming, 
the theory of quantitative structures (Tjalve 1979), sketching, and several design–for-
property methods, for example design for assembly (Andreasen 1983). One evaluation 
method used, which was also a way to increase the customer value, was that the 
company often invited the customer and let him or her do all of the tests of the new 
product. This more often than not gave the customer a deep trust in the performance of 
the product and in the company. They also integrated industrial design aspects in their 
design to gain a more user-friendly and neat product. The company developed almost all 
of their products using the same methods. The company worked closely with its 
customers. 
 
In relation to previous research the study shows that 11 out of 15 of the companies with 
a development process, were conscious of the structural problems and inefficiency in 
their development process and said that they suffered from it and want to change it. 
These companies explicitly wanted to work more in a more structured way in their 
development process and expressed that a more systematic product or service 
development methodology could be a promising alternative to solve their problems. 
These companies wished to have more knowledge about the product or service 
development process and its methods.  
 
Three companies had employees with theoretical knowledge of product development 
and its methods. One of the vice presidents of a company in the study, who was familiar 
with product development methods from his education, said that they did not use any 
product development methods, except for brainstorming, at the company and one reason 
was that the methods were too many and it was hard to pick the right one in the right 
stage of the development process. Brainstorming was sometimes used because it was 
easy to accomplish and had a noticeable effect. He also mentioned that he did not 
consider himself to have the time to use other product development methods because 
many of his company’s product development projects were so urgent.  

3.2 OTHER FINDINGS RELATED TO PRODUCT AND SERVICE DEVELOPMENT 
Some other useful information about the product and service development process arose 
during the semi-structured interviews that was not directly related to methodology 
issues. Two factors, resources and knowledge, were almost always lacking for the small 
companies. 



3.2.1 RESOURCES  
Lack of resources was a main theme for the companies when it comes to product and 
service development. The firms often worked with acute problems and short-term 
money-makers and said they lack the resources to carry out product or service 
development as they wish. It was almost always a problem to finance larger 
development projects due to lack of resources. Some of the companies were very active 
in fundraising from different foundations and organisations when they planned larger 
product or service development projects. The companies were not satisfied with the 
venture capital available on the market, as the venture capitalists seldom supported 
smaller companies in their experience.  
 
There was no lack of ideas for product or service development projects among the 
companies. Many of the companies had a lot of ideas about what could be developed 
but scarce resources often prevented their realization.  

3.2.2 KNOWLEDGE  
Knowledge about different subjects was often lacking in the product and service 
development processes in the small companies. There were some supporting 
organisations to get help from but the companies often experienced the help as too 
theoretical and not useful in reality. The companies wanted more practical help from the 
supporting organisations. Knowledge of economic, marketing and law were often 
lacking in the product and service development process. The companies said that often 
it was too expensive to buy these competencies on a consulting basis. It was also hard 
for the companies to get resources for benchmarking and further education for the 
employees.  

3.2.3 SERVICE DEVELOPMENT METHODOLOGY 
Some of the service-providing firms asked for methods and tools to manage new service 
ideas and concepts. One major problem they had experienced was difficulty in 
communicating their ideas of new services to supporting organisations and investors. 
They had experienced that ideas and concepts of physical products were easier to 
communicate to others. They thought that the immaterial aspects of services were hard 
for most people to grasp. Methods to develop, measure and value services were 
requested. The experience of purchasing services among companies was estimated as 
low by some companies. This resulted in, according to the companies, too much time 
being placed on finding out what the customers actually want to buy. This time was 
often unpaid and that was a problem. 

3.2.4 MISCELLANEOUS 
The planning of the product or service development processes was mostly scarce among 
the companies and therefore so was the strategic dimension of product and service 
development. 
 
Many of the small companies were fast and flexible to react to their customers’ 
demands but often this caused a problem when too many resources were applied, as 
they saw it, to late changes in the design or customers that did not know or realize what 
they want. The companies had a strong will to identify these changing demands earlier 
in the product or service development process.  
 



Most of the companies were familiar with each other. The municipality was quite small 
comparatively speaking. One repeated statement was that the most creative companies, 
the ones with the most ideas for business, also were the ones that other companies often 
thought were odd and non-serious.  
 
Industrial design in the product development process is said to be problematic for the 
small companies. The companies say it is difficult to purchase because it is hard to 
know what you get if you hire an industrial design consultant. It is also experienced as 
very expensive and the companies see it mostly as a cost and not an investment. 
 
Some of the companies were sometimes visited by inventors who wanted help with their 
inventions. Even if the inventions were good and suited the company’s business the 
company could seldom help the inventors due to lack of resources. 
 
Several of the companies were members of both externally constructed networks of 
companies and spontaneously constructed networks of companies. They said that 
spontaneous constructed networks or alliances often worked better because of the fact 
that they usually were built around a real win-win situation for the participating 
companies. This win-win situation was often a product development project when the 
companies needed each other’s knowledge to manage the project. Alliances were seen 
as a way to compete with larger firms, a phenomenon that Miles et al. (1999) confirm. 

4. DISCUSSION 

Lack of resources was a main theme for the companies, and not only in product and 
service development. This is in accordance with Ghobadian & Gallear (1996), who 
reported that small and medium enterprises (SMEs) have comparatively limited 
resources. Planning of resources and time in the product or service development process 
and the use of product and service development methods can be a way for the small 
companies to use resources more efficiently. 
 
The companies had a strong will to identify changing demands early in the product or 
service development process, which can be done by using some suitable development 
methods. 
 
The fact that several companies in the study said that they did not have the resources to 
conduct product or service development as they wished and also said that they suffered 
from lack of knowledge about the product or service development process and its 
methods matches Larsson’s (2001) and Elfving’s (2004) findings about smaller 
companies’ lack of resources and knowledge of systematic methods that can be used in 
their product and service development processes.  
 
The vice president of one company said that they do not use product development 
methods, except for brainstorming, because many of his company’s product 
development projects were so urgent. This is a conception that contradicts the common 
comprehension that systematic development methods save time in the product or service 
development process.  
 
The most creative companies in the study were often seen as odd and non-serious. This 
can indicate that it is only accepted to be creative in small amounts and in a restricted 
area. This contradicts the creativity literature that prescribes a lot of wild and crazy 



ideas to be sure to find the most promising ideas. One mantra often heard in creativity 
literature is “Quantity gives quality” (Osborn 1953). 

5. CONCLUSIONS AND FURTHER RESEARCH  

The study shows that almost all of the 18 companies examined in the study used no 
systematic methodology in their product or service development processes. Product and 
service development is hard for smaller firms to manage and some of the reasons are 
lack of resources and knowledge. The companies suffered from their often unstructured 
and inefficient product or service development processes and wants to change them. 
They saw product and service development methodology as a promising alternative to 
help them in their product and service development processes. 
 
The case reveals some important challenges for future research. One challenge is to 
examine what mix of methods could support smaller companies’ early phases of the 
product or service development process. Another challenge is to examine how to 
implement and establish systematic and efficient methods in smaller companies and 
examine their effects with regards to efficiency and innovation. The company in the 
study that had a smoothly operating product development methodology shows that a 
structured and efficient way of developing products is possible even in a small company.  
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