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Abstract

An Investigation into the Factors Associated with the
Success or Failure of New Products in the Irish Food Market

Research Student: Abigail Samuels

The main aim of this research was to determine the key factors which contribute to
the success or failure of new products developed and launched onto the Irish food
market. This involved examining the patterns of performance and management
practices employed by companies which develop and distribute new food products
and investigating those factors which influence new product outcomes.

The objectives for the research were drawn from the relevant literature pertaining
to product innovation, new product development and the key factors critical to new
product success. A conceptual framework of new product outcomes was devised
based on the results of past research and empirical studies.

It was essential for the purpose of this research to investigate those firms active in
new product development. The most appropriate firms were involved in the
development or distribution of pasta, pasta sauce or pizza products in the past five
years. This sector was chosen on the basis of industry analysis and consultation with
experts. Due to the size and nature of this sector of the food industry, a census was
compiled from available lists and directories. Twenty-nine respondent firms were
interviewed personally using a structured questionnaire.

The results indicated that substantial differences exist in the development and
launch of new food products on the Irish market which ultimately effect the level of
success and failure achieved. Differences emerged in relation to the type of
company, company ownership and company size which had previously been
unreported. Other factors were identified which contribute to the level of new
product performance achieved in the marketplace. If the success rate of new
products is to be improved, companies must take cognisance of those factors and
adapt accordingly.



Chapter 1

The Irish Food Industry



11 INTRODUCTION

The purpose of this chapter is to establish the relative importance of
the food industry in the Irish economy and to identify the challenges it
will meet in the next five to ten years. As this chapter will
demonstrate, the nature and trends of the food industry in Ireland are
unique and may have implications for new product development. Few
studies have examined the level of new product development in small
countries where the issue of scale, amongst other factors, may

influence the level and outcome of new product development.

In order to set the context of new product development in the Irish
food industry, the chapter begins by examining the way in which the
industry has evolved. This is centred around a number of supply and
demand related factors which contribute to the uniqueness of the
industry in Ireland. Institutional and regulatory changes are also
highlighted as they are likely to have a profound effect on the future of
the industry. As the overall objective of this research is to investigate
the factors associated with the success and failure of new products in
the Irish food market, this chapter raises the question as to whether the
nature of the food industry has implications for new product
development in Ireland and for the ultimate success or failure of new

products.

12 THE IMPORTANCE OF THE FOOD INDUSTRY TO THE IRISH
ECONOMY

The food industry provides a significant contribution to the Irish
economy. According to the PA Consulting Group (1992 p.87)'the food
industry is by far the most important component of the indigenous sector of Irish
industry’. This is reflected by the output, exports, balance of trade and

employment in the food industry. The estimated annual output in

1992 accounted for £7.6bn (Expert Group 1993 p.4). This denotes nearly



a forty-percent increase in gross output since 1988 (Cork Examiner 1988
p.8). It is expected that there will be a continued modest growth in

output in the future (PA Consulting Group 1992 p.2).

In 1992, the industry accounted for 25% of National exports (PA
Consulting Group 1992 p.2). However, this is following a downward
trend since 1972, when food exports accounted for 44% and stems from
the fact that other industry sectors are growing at a faster pace than the
food sector (Europen 1989 p.7). Robson (1989 p.34) suggests that in the
long-term, the food market, while still remaining important, will no
longer be the largest export sector in the Irish economy. Food exports
accounted for 40% of foreign exchange earnings (PA Consulting Group
1992 p.2) and were expected to be valued at £3.5bn in 1992 (Expert
Group 1993 p.16). Alongside Denmark, its food exports as a percentage
of total exports, accounts for one of the largest in the European Union

(Europen 1989 p.9) (see Appendix A, Table 1.1).

Ireland has enjoyed a trade surplus in food over the last few years
which has culminated in a positive trade balance of £2bn in 1991. In
addition, food and drink imports account for a smaller proportion of
the domestic market than for any other manufacturing industry
(Expert Group 1993 p.11, Europen 1989 p.7). This led the Expert Group

(1993 p.16) to surmise that based on past performance ‘the record of the

food industry in recent years is infact quite a good one’.

The importance of the food industry is also manifested in its
contribution as a source of employment in Ireland. It accounts for one-
fifth of all manufacturing jobs which is relatively more significant than
in any other EU member staté (Expert Group 1993 p.l11). However
employment has declined to around 40,000 in 1992. It is predicted that
over the next five years, a stabilisation of employment is most likely to
occur as further rationalisation and job losses in the commodity

oriented sector are offset by increased opportunities in the consumer



foods sector and the development of added value (Expert Group 1993

p.11, PA Consulting Group 1992 p.2).

Irish consumers spent approximately £3bn on food in 1992. However
when inflation is taken into consideration, the real level of spending
has remained virtually static over the past ten years (Checkout 1992
p.17, Food lIreland 1992 p.41, Cork Examiner 1988 p. 8). In comparison
with other countries in the European Union, the Irish agricultural

industry plays a more significant role in its home economy.

However, the most notable weakness in the Irish industry is its poor
record in value added, which is less than half that experienced by
major competitor countries such as Denmark and the Netherlands (See
Appendix A, Table 1.2). Many studies have repeatedly stressed the
importance of value added, if Ireland is to achieve improved
performance in the food sector (Europen 1989 p.11, Expert Group 1993
p.4, PA Consulting Group 1992 p.4). It is expected that the food industry
will continue to contribute to the development of indigenous Irish
industry in the future. Despite recent trends, some commentators
consider that there is a viable potential for output and employment

growth within the industry (PA Consulting Group 1992 p.88).

1.3 SUPPLY RELATED FACTORS

1.3.1 Orientation of Suppliers

There is a general consensus in Ireland that success in future will stem
from a market-led, as opposed to production-led, food industry.
According to Hedigan (1991 p. D5) ‘we shouldn't sell what we make, we have to
make what we can sell’. In his opinion, this will transform the agricultural
industry into a food industry and enable the food sector to capitalise on
world markets, such as America and Japan, after the CAP review.

Condon (1987 p.6) believes that the industry has previously been too



myopic and failed to appreciate that Irish products are in competition
for shelf space and the consumer from some of the world's greatest
companies. Cowan (1989 p.l) implies that a consumer-led strategy will
enhance market opportunities as the Single European market is
established. MacDonnell (1991 p.3) supports this view and surmises
that 'the concept of market-led is here for real and for good, there is no going back".
The agri-food sector must take cognisance of consumer needs and
consumer choice, as this will be the principal aim of the most dynamic
food firms. It has even been predicted that food in the next decade will
become so consumer-oriented, that it will be marketed like fashion -
with spring and autumn collections of new products. Consumers are
set to become food 'kings' with food companies catering to their every

need (Cork Examiner 1990b p.9).

This market-led approach was outlined by the Irish Development
Authority (IDA) in their 'Strategy for the Food and Drink Industry’
(1987 p.7). The report advocated that national thinking must be
diverted from an over emphasis on production to an emphasis on the
marketplace. Specifically, it recommended that the food industry must
adapt from being an agricultural processing industry, supplying
commodity products dependant on intervention, and instead become a
food industry producing quality products for the European market. In
effect 'the customers in the marketplace decide what type offood they want and it is
up to the food industry and the farmers to meet these needs’ (IDA 1987 p.7). This
policy was expected to have a major impact on the economy and on job
creation. The report recognised that, in the short-term, it was unlikely
that the industry would immediately switch from being a commodity
producer to being a producer in the branded retail consumer category
(IDA 1987 p.l1l1). In addition, the PA Consulting Group (1992 p.53)
reiterated the need to develop consumer products based on identified

opportunities in the growth sectors of the food market.



It also recognised that the bulk of beef and dairy output will continue to
go into commodity type products and, thus, stressed the importance of
creating real end-user markets. This would ensure the products were
not sold to intervention (PA Consulting Group 1992 p.3/53). It was
concluded that priority should be given to identifying and satisfying
customer needs and that state agencies should only provide financial
assistance to those firms which are driven by consumer needs. Finally,
Shanahan (1987 p.6) cautions that these market-led changes include an
element of cost and risk and thus a traditional product mix will remain
an important element of the Irish Food industry in the near future.
This coincides with the PA's view that the Irish food processing sector
should aim towards the simultaneous development of commodity
products selling to final end-markets and a growing consumer foods

sector (PA Consulting Group 1992 p.101).

1.3.2 The Issue of Scale

Various commentators and reports on the Irish food industry have
advocated the need for economies of scale. For example, the IDA (1987
p.12) stressed the fact that most food companies in Ireland are smaller
than their international competitors and this indicates a barrier to
success. Primarily, this would ensure that marketing costs were
absorbed, product development encouraged and production efficiency
achieved. Similarly, the PA Consulting Group (1992 p.4) recommended
that more food companies of European scale were required to fund the

development of consumer food products.

The purpose of scale is to enable companies to achieve economies in
manufacturing cost, new product and process development, logistics,
brand development, information technology and market knowledge
(PA Consulting Group 1992 p.52). A company may achieve it through
merger/rationalisation, organic growth, marketing co-operation,

acquisition or a link with overseas companies (IDA 1987 p.13).



A further threat, due to the relatively small size of Irish companies, is
that there is a danger that the home market will be inundated by
international branded products. To overcome this situation, there has
been increased concentration in the manufacture of branded food
products in an attempt to achieve economies of scale. It is envisaged
that a major force of change in the Irish food industry over the next ten
years will be the development of scale in the processing sector (PA
Consulting Group 1992 p.89). In a European context, one study
identified that the dominant strategy of giant food firms was to
maximise brand strength over a wide geographic area, mainly through
takeovers. However Irish food firms were perceived to be inadequate
in terms of size and strength of brands. A number of Irish firms intend
to form the basis of future multinational food firms and grow by
acquisition (Europen 1992 p.29). In the U.K. and Irish food and drink
industries there is a high level of concentration coupled with a great
degree of polarisation as the bigger companies expand in scale leaving
behind the smaller companies. This is reflected in an increase in
merger and acquisition activity within Europe (EuroFood and Drink

1993 p.5).

Acquisitions have played a major role in the development of the Irish
food sector and more acquisitions are needed in order that Irish food
companies can build an international dimension in an attempt to
realise their full potential (O'Connor 1990 p.15, Downes 1990 p.7).
Companies really have little choice as the market is forcing mergers
within the industry while the IDA are actively encouraging economies
of scale. According to Gourlay (1991 p.11) the next decade will witness
phenomenal merger and acquisition activity within Europe. He
guestions the effect this will have on smaller companies and strongly
advises that those who are unable to accrue economies of scale must
divest weaker brands. Most European companies favour merger and
acquisitions as a more cost effective way of expanding in domestic and

foreign markets and realise that size is an essential criterion for



competing effectively with Japanese and American multinationals

(Euromonitor 1989 p.61).

One drawback of this is that in-house product development may be
neglected as firms aim to grow through takeovers, mergers and
acquisitions (Cowan 1989 p.22). The general view appears to be that in
order to remain competitive in the Single Market, economies of scale
are essential. A recent NESC Report (1989 p.28) advocated that this
should be a central concern of industrial policy in Ireland. In
recognition that this is not a viable alternative for all Irish companies,
it has been suggested that small companies cater for niche markets
(Europen 1989 p.29), the ingredients and sub-supply markets (EuroFood
and Drink 1992 p.7), own label manufacture, contract manufacture or
the food service (PA Consulting Group 1992 p.54). Finally, the Expert
Group (1993 p.22) stresses that if economies of scale are sought after by
Irish companies, the focus should be on ‘'the development of market power

and appropriate scale in served markets rather than the pursuit of absolute scale’.

1.3.3 The Need for Added Value

There has been much criticism in the food industry pertaining to the
lack of high added value products available. For example, Fitzgerald

(1988 p.12) questions 'why does industry andfood processing in particular, continue
to concentrate investment on the even more efficient production of low margin
commodities, of which there is a surplus, and fail to invest enough in product

innovation leading to high added value, high margin products which consumers want?*
Similarly, Moriarty (1992 p.4) queries the benefits of producing
commodity products with low value and profits and which, in turn,
fail to achieve a particular competitive advantage. He puts the onus on
past policy because it was based on subsidies and not 'true markets'.
Dand (1988 p.10) suggests that the lack of added value stems from a
deficiency in the creation of either national or international Irish

brands. In comparison with major European competitor countries Irish



performance in terms of value added is relatively poor. (See Appendix
A, Table 1.1) This has led to the recognition that the survival of the
Irish food industry is dependant on successfully switching from
commodity products to value added food products (Hedigan 1991 p.5,
Shanahan 1987 p.6, Irish Exporter 1991 p.19, Europen 1989 p.11, Expert
Group 1993 p.4).

Cowan (1989 p.2) supports this view and states that added value and
brand development is a common feature of companies who achieve
high margins on international markets. Ireland has only a small
number of international products, and therefore it is essential that
more brands and value-added products are developed. Furthermore,
an increase in exports and employment may be gleaned through the
production of value added products and thus the shift in emphasis is

viewed as ‘critical' and necessary.

In an attempt to achieve this, State policy encourages the development
of large Irish food and drink companies (Europen 1989 p.11). A prime
example of this is evident in the approach taken by the Expert Group
(1993 p.15), which aimed to identify how added value could be created
in the food industry. The report found that the situation was
encouraging as added value creation is already in existence at various
stages of food production within the industry. It recognised that there
are many different options for increasing the value generated in the
food industry, but these will be dependant on the individual firm. One
critical factor exists which dictates that the firm must provide what the
market wants competitively. The report again highlighted the fact that
the consumer foods sector may provide the potential for greatest
growth, profitability and added value. Overall the Expert Group (1992)
urged that with the correct policies, programmes and support, higher
added value consumer foods and food ingredients would lead to the
creation of 1,500 to 2,000 new jobs per year. This should significantly

compensate for the job losses which may occur due to increased



competitiveness arising from the challenges of CAP, GATT and the
Single Market (Expert Group 1992 p.17). It is therefore promising that
the findings of a recent survey indicated that sixty-five percent of
companies in Ireland plan to introduce added value products in the
near future, while another twenty-two percent are considering this

option (Law 1992 p.45).

1.3.4 Seasonality

One of the most notable features of Irish agriculture is that its greatest
strength is also its greatest weakness (MacConnell 1993 p.9). Factor cost
advantages accrue to Ireland through its grass-based production
systems for dairy and beef products. Essentially the grass-growth pattern
makes it cheaper to produce beef cattle and milk in the summer
months and this low-cost production provides a natural advantage for
Irish agriculture. Unfortunately, this ensures that only products which
can be sold throughout the summer or easily and cheaply stored, can
benefit from this natural advantage. This system results in a
seasonality problem due to the relatively short growing season
(MacConnell 1993 p.9, Expert Group 1993 p.5, PA Consulting Group
1992 p.3). In addition it prevents Irish exporters from guaranteeing a

year round product supply.

The PA Consulting Group (1992 p.13) maintain ‘the problem of excess
seasonal products must be tackled if markets are to be served all year round." The
Expert Group (1993 p.5/19) supported this view suggesting that
seasonality must be reduced. This would foster product development
while still ensuring that the cost advantages were retained. Previously
EU support schemes have enhanced this imbalance by encouraging the
production of commodities rather than persuading processors to
concentrate on diversifying their product range and more efficiently
utilising factory capacity (Expert Group 1993 p.5). However, additional

costs will follow due to the change in seasonality being market-led and



so the development of new products and markets must yield greater
returns than the higher input costs involved in out of season
production. In the short-to-medium term, this will be a formidable
task, but sustained competitiveness and profits should be gleaned in

the longer term (Expert Group 1993 p.19).

1.3.5 Secondary Processing

One sector of the food industry has received special attention in
various reports. The category of prepared consumer foods, which
relates to those food products that have undergone secondary
processing, have been specifically targeted for development in the
recommendations of the Expert Group (1993 p.6) and the PA
Consulting Group (1992 p.2). This is because prepared consumer foods
generate significant value added and contribute to national output,
exports and consequently employment. For example, Irish production
in this sector accounted for £900m in 1992 which was equivalent to 12%
of national output of the food industry (Expert Group, 1993 p.26).
Coupled with this, output has been growing at the rate of 20-30% per
annum between 1986 and 1990 (PA Consulting Group 1992, p.45).

Furthermore, the impact of modern technology has led to a demand
for more prepared consumer foods. The growth in ownership of
household appliances such as freezers and microwaves has resulted in
a proliferation of these products on the market, for example, products
which are frozen, chilled and shelf stable, convenience food and ready
made, sauces and toppings and desserts (Cowan 1989 p.29, Young and
Holmes 1991 p.5, O'Connor 1990 p.14). Irish manufacturers were
initially slow to capitalise on this market and, as a consequence,
opportunities for more new products still exist. This is further
enhanced by the increase in microwaves at the workplace and the
prediction that twenty-five percent of all cars in the future will be

equipped with microwaves (Young and Holmes 1991 p.19, O'Connor
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1990 p.12/14, Retail News 1992 p4, Henry 1991 p.34).

The advent of the freezer has also had a dramatic impact on the food
industry. Penetration in Ireland of home ownership of freezers is
estimated at approximately forty percent and is continuing to increase.
This has resulted in strong growth in the frozen, chilled and ready
meals sector of the food market which is predicted to continue. Future
technological developments should enhance food quality (Merrins
1989 p.79, Retail News 1992 p.22, Ulster Grocer 1992 p.23, Retail News
1992 p.4, Euromonitor 1989 p.21). Although some successful consumer
food products are already in existence - such as fish processing, pizza's,
ready meals, processed meals, yogurts, desserts, biscuits and
confectionery - more are needed (PA Consulting Group 1992 p.4). The
benefits of secondary food processing lie in the fact that the resultant
products tend to encompass value added, are mainly consumer
oriented and are branded. These three qualities have been strongly
urged to form the basis of products in the future, in order that the Irish

food firms may compete effectively. (See section 1.3.1, 1.3.2, 1.3.3)

The proliferation of imports and foreign food products has provided an
opportunity for Irish manufacturers to compete based on import
substitution. A recent report by the Irish Trade Board further identified
an additional £450m worth of business which may be generated by
import substitution in the food industry (lrish Trade Board 1993 p.l,
Boyle 1993 p.7). The Expert Group (1993 p.17) corroborate this view and
suggest that 'the potential for greatest growth, added value and profitability lies in
the prepared consumerfoods sector'. The report recommends that priority be
given to projects in this area over the next five years, especially in light
of the fact that this is one of the fastest growing areas in the European
food industry. For example, ready meals, chilled foods, frozen pizza
and pasta have shown rapid growth and are forecast to offer the main
market growth opportunities in the future. In particular, these

products have experienced increased growth in the UK market which
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is the main export market for Irish food firms. However the market is
intensely competitive and requires frequent adaptation of products to
satisfy consumer trends and preferences. This translates into the need

for continuous new product development in this sector.

A prime characteristic of this sector is the predominance of foreign
owned multinational companies who command a good market
position based on sustained investment and international brands. In
comparison the majority of Irish secondary processors, are relatively
small, lack sufficient industry scale, are poorly positioned and export
relatively few brands. The net result has been little attention paid by
these Irish firms to international marketing and new product
development. The presence of the multinationals has served to
heighten domestic competition. Therefore, great emphasis has been
placed by Irish food firms on import substitution. Small companies
tend to concentrate on providing such products. Moreover, in order to
develop further, they are forced to become exporters, but tend to lack
the necessary scale and expertise (Expert Group 1993 p.26, PA
Consulting Group 1992 p.45) (see section 1.3.2).

The future for Irish manufacturers will therefore be dependant on
their willingness to invest in R&D and new product development,
target tightly, identify a basis of competition and be cost competitive.
They should also take advantage of Ireland's positive image abroad (PA
Consulting Group p.46/76). The development of a substantial and
sophisticated local sub-supply sector such as food ingredients should
become the way forward. Rather than compete directly with the major
multinationals, Irish food firms should look to the manufacture of
ingredients and sub-supplies which the MNC's need and build
strength in those areas (Pabulum 1992 p.7, Expert Group 1993 p.26).
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1.3.6 Research and Development in the Irish Food Industry

In 1991, the food, drink and tobacco industry accounted for one of the
largest expenditures on research and development amongst all
industry groups in Ireland. In addition, the majority of the expenditure
came from Irish companies (Eolas 1991 p.4,5). This reflected an increase
in investment in research by Irish food firms, although it has been
identified earlier that low investment in R&D was a major weakness
in the industry (Europen 1989 p.27). In addition, R&D and new product
development appears to have received a higher priority in food
industry development strategies outside of Ireland. This led the PA
Consulting Group (1992 p.76) to criticise the minimal assistance
provided by existing State support for R&D to the food sector and, in
particular, that the level of funding is small compared with other
competitor countries. In recognition of this inadequacy, the report
urged for significantly improved state support and more resources;
specifically, that assistance should be reallocated away from fixed asset
investment towards R&D/new product development. It also
maintained that better co-ordination of existing supports to be

essential.

The findings of the Expert Group (1993 p.30) corroborated this view and
suggested that a ‘significantly higher proportion of state aid to the food industry
should be devoted to in-house and commissioned research and development’ It was
strongly recommended that £15m per annum would be allocated to
non-commissioned R&D. Financial resources should be derived from
the industry, EU and nationally or publicly created funds for food
research. In the event that investment aid is granted to individual
firms, it should be aimed towards funding their research and in
particular should assist in the building up of in-company product
development teams (Expert Group 1993 p.44). Teagasc proposed that
investment in food R & D should be increased to about £40m by 1994 -

with £20m of this coming from public funds such as the EU structural
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funds. This would significantly increase the amount presently devoted
to R&D which lies at £15m per annum of which only £56m comes from

the state (Farming Independent 1993 p.2).

To a certain extent, Irish industrial policy had already outlined that
company research and development for medium sized Irish owned
companies should be expanded in order to accelerate the rate of product
development in Ireland. For this purpose, it was planned that research
grants of up to fifty percent of approved costs incurred by firms would
be provided (Programme for Industrial Development 1991 p.24). The
benefit of all these suggestions would help small Irish food businesses
who simply could not afford the costs of supporting in-house research
(McDonnell 1991 p.3). An improvement in R&D would enable food
companies to respond to tough competition from the marketplace (Co-

Op Ireland 1992 p.11).

The government can only provide the framework for change but the
responsibility to adopt R&D programmes primarily lies in the hands of
the industry itself. Irish food firms have also been criticised for being
slow to incorporate R&D programmes which would help secure their
future (Ilrish Times 1991b p.7). A survey carried out by An Forais
Taluntais (Harrington et al 1988 p.3) identified that investment in R&D
was expected to increase up to the year 2000. Meanwhile, O'Connell
(1987 p.9) argued that the reason why the Irish food processing industry
has had a poor record in R&D compared to their European
counterparts, is because the Irish industry is relatively young and weak
and moreover, these firms do not have the necessary available capital
resources. There appears to be a general consensus that Irish food firms
need to increase their expenditure on R&D and, further, that the
government should provide added assistance to enable them to do so

(PA Consulting Group 1992 p.76).

14



1.3.7 The Importance of New Product Development

It has been strongly argued that the Irish food industry must invest in
new product development. Cowan (1989 p.21) suggested that simply
undertaking R&D is not enough, rather more research and more
resources in new product development were needed to increase the
chance of company success. At present, the Irish food industry devotes
36% of R&D expenditure to improving and developing existing and
new processes, whilst 64% is spent on improving and developing
existing and new products (Eolas 1991 p.9). One area was highlighted
for specific mention in relation to product development - namely
consumer foods. It was stated that successful consumer products
already exist, such as pizzas, ready meals and so on, and that many
more are needed. This will require substantial investment in product

development and marketing.

The Expert Group (1993 p.12,21) also stressed the need for new product
development as the Single Market will expose most Irish food
companies to greater competition. The group advised that the overall
objective of policy should be to encourage a culture of innovation
particularly in those areas with the greatest potential for growth.
Specifically, market-led innovation is a primary necessity in order that
the food industry achieve its full potential and export profitably,
particularly in the consumer food sector (such as dairy based food

ingredients, ready meal/pizza type products). According to the report 'if
Irish companies are to be competitive in Europe then they will have to excel in those

areas that are within their control, such as innovation® (Expert Group 1993 p.40).
The results of the Europen Report (1989 p.27) indicate that Irish food
firms have already dramatically increased investment in new products.
In comparison with other industry sectors, a study by Cogan (1991 p.10)
revealed that the food industry only accounted for two percent of Irish
developed innovations, which was one of the lowest figures overall.

According to Schalinski (1991 p.34) ‘there is an absolute need for Ireland’s food
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industry to come up with a wider range of products’. Hamilton (1993 p.15) also
stresses the need for Ireland to pursue innovation and states that it is
within the control of any organisation to be innovative. Condon (1987
p.6) advises that product development is the key for the Irish food
industry. This view is supported by Fitzgerald (1988 p.12) who

comments that 'lreland must stimulate the creative and innovative talents so vital

if we are to compete successfully in today's and tomorrow’s international consumer

markets"”.

McCarrick (1991 p.3) meanwhile suggests that product development
will become even more important than brand development. A prime
example of this was identified in a study by Cullen (1992 p.25), which
found that product development was a salient feature of the top five
successful companies. Cowan (1989 p.25/26) supports this view and
states that the most significant characteristic of leading companies is
that they regularly launch updated and new products. In addition he
advises that the likelihood of success may be enhanced for Irish food
firms if they invest more in research and new product development, as

this will ensure they remain competitive within Europe.

Mayo and Pender (1988 p.205) stress that the business climate now is
more conducive to the development and introduction of new food
products and thus it should be encouraged. Similarly Cowan (1989 p.6)
states that evidence indicates that there are opportunities for new
products on the Irish food market. This is associated with a high level
of new product introductions in recent years. More importantly, he
identified that there was a relatively high success rate for these new
products within Ireland. Therefore a strong new product development
orientation is vital for the Irish food industry - if it is to remain

competitive in the future.
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1.3.8 Image of the Food Industry

The Irish food industry is synonymous with an image of naturalness,
wholesomeness and pollution-free in most European Countries (IDA
1987 p.13, Shanahan 1987 p.6, Irish Times 1988 p.6, Condon 1987 p.6,
Expert Group 1993 p.14, Food Ireland 1991 p.l). It constitutes one of the
greatest competitive advantages of the industry and should be
strenuously marketed (Shanahan 1987 p.6, McDonnell 1986 p.13),
especially to European consumers who are demanding such products.
According to Heneghan (1991 p.17) the reputation and image that the
food industry enjoys should enable it to expand even further in export

markets, 'lreland’s growing capacity as a food producing country is matched by a

rising overseas demand for wholesome food from a clean and healthy environment’.
(Heneghan 1991 p.18)

Fitzgerald (1988 p.12) states that it is ironic that the industry has not
fully exploited this image and reputation when it is more in demand
today than previously. It is, therefore, advisable that the industry
capitalise on, and develop, this favourable image abroad in a
sophisticated promotional manner (Condon 1987 p.6). The IDA (1987
p.13) suggest that to ensure this image is sustained the industry should
introduce high standards and guarantee that they would be strictly
enforced. This was reiterated by the PA consulting group (1992 p.6)
who suggested that *we should protect our green, environmentally clean image and
capitalise on this factor in the marketplace’. To achieve this the report
advocated applying rigorous environmental standards and establishing
a generic Irish image for food products. It was suggested that this
should be primarily funded by the industry and become a major policy

instrument.
The Expert Group (1993 p.8) viewed this green image as a vital element
of the overall promotion of the Irish food industry abroad. It stressed

that this image coupled with high quality Irish raw materials,
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constitutes a valuable marketing asset and needs to be safeguarded and
promoted. Schalinski (1991 p.34) recommends that the industry should
attempt to become world leaders in this regard, perhaps by developing
products based on the 'green theme'. He stated that image was essential
as international competition increased and thus the "green theme should be
the kernel of Ireland’s policy*. Emphasising this advantage is not sufficient,
rather it must be matched by a policy which takes a stance against food
irradiation and atomic waste (Schalinski 1991 p.7). This view is
supported by the National Food Centre ( 1992 p.7) who stress that Irish
food must be free of problems such as BSE, salmonella poisoning and

so on, which could damage its image.

1.4 DEMAND RELATED FACTORS

1.4.1 Trends in the Food Industry

A number of recent trends in the food industry have created a
favourable climate for new products, which will enable manufacturers
to take advantage of changes in consumer habits and tastes (Cowan
1989 p.7, Gourlay 1991 p.10, Mayo and Pender 1988 p.205, Holmes and
Young 1991 p.3). It is imperative that manufacturers adapt their
products or create new ones in light of changing consumer trends, as
this will ensure long term growth and survival (Williams 1986 p.65,
O'Connor 1990 p.12). There is some debate as to whether the demand
for new food products arises from changes in consumer trends or from
innovative manufacturers adapting to it (Holmes and Young 1991 p.8,

Gourlay 1991 p.lI). According to Gourlay (1991 p.l) ‘as tastes change it is not

always clear whether the consumer is leading the manufacturer or vice versa’.

Nevertheless manufacturers must take cognisance of the different
trends to ensure that their products satisfy consumer needs. The most
prominent trends likely to effect the food industry are discussed below.

They refer to changes occurring not only in Ireland but also in other
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foreign markets. It is essential for Irish food firms to take note of what

is happening abroad because of their dependence on exports.

1.4.1a Changes in Lifestyle and Demographics

There is a general consensus that changes in lifestyle will have a direct
effect on food consumption and therefore lifestyle marketing will
become a necessary approach for manufacturers (Food Ireland 1992
p.35, Moorcroft 1987 p.27, Cork Examiner 1990a p.9). In essence it refers
to the fact that 'products need to be targeted at those who lead a particular style of
life, possessing its own intrinsic and often unique combinations of values and selfimages®
(Food Ireland 1992 p.35). One of the most notable changes has been the
increasing number of women at work (Cork Examiner 1990a p.9, PA
Consulting Group 1992 p.50, Retail Monitor International 1991 p.47,
Retail news 1992 p.4). The ramification of this has been a demand for
convenience foods that can be prepared quickly and with the
minimum of effort. This has resulted in a growth in the ready-made
food market and in restaurants/fast food outlets (IDA 1981 p.9,
O'Connor 1990 p.14, Food Ireland 1991 p.4, Holmes and Young 1991
P-2).

There is also an increasing number of small households which is
indicative of more single people and single parent families (Retail
News 1992 p.4, Retail Monitor international 1991 p.47, Food Ireland
1992 p.37, Cork Examiner 1990a p.9). Coupled with this there has been a
shift away from regular eating habits which has resulted in the need for
single or double ready meals. The family tends not to eat together very
much and when they do individualistic tastes emerge which require
different dishes. Opportunities have arisen for food products which
offer variety, convenience, are ready-made easily microwaved or
frozen (Food lIreland 1991 p.4, O'Connor 1990 p.14, Retail News 1992
p.4, Holmes and Young 1991 p.3). A rise in overseas travel had led

consumers to become more liberal in their eating habits, such as the
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popularity in Ethnic foods (Holmes and Young 1991 p.3, Food lIreland
1991 p.4).

Certain demographic changes in Ireland are also evident such as the
increase in the middle-aged and elderly, the emergence of a more
middle class society and greater disposable income (partially due to
more working wives). This will create a demand for healthy and
nutritious foods by the older consumer and by more affluent
consumers who tend to become more aware of issues relating to health
and diet (Checkout 1992 p.17, O'Connor 1990 p.14, PA Consulting
Group 1992 p.50, Food Ireland 1992 p.40, Todays Grocer 1991 p.3).
Change will occur in the relative importance of certain food categories,
whilst others may decline (Checkout 1992 p.17). Overall many of these
factors are expected to continue throughout the next decade and it is
advised that Irish food companies target their products towards
different small segments of the market (O'Connor 1990 p.14, Retail
News 1992 p.17).

1.4.1b Healthy Eating

Health issues have played an increasingly important role in the food
industry. There has been a trend towards greater health consciousness
and this had led to a demand for nutritional, low fat wholesome,
healthy foods (O'Connor 1990 p.12, Cork Examiner 1990a p.9, Irish
Exporter 1991 p.19, Williams 1986 p.67, Quinn 1986 p.67). According to
Gourlay (1991 p.l) *food will increasingly be bought and marketed for its perceived
health benefits’. The potential therefore exists for food firms to exploit
the 'green image' associated with Ireland (McDonnell 1986 p.13). The
industry must recognise these changes and adapt accordingly (Checkout
1992 p.17, Harris 1991 p.lll, Market Research Europe 1992 p.3, Food
Ireland 1992 p.37).
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14.1c Convenient

The emergence of the convenience food sector was mainly due to
demographic and lifestyle factors and assisted by technical
developments in food processing and cooking (Cowan 1989 p.29, PA
Consulting Group 1992 p.51). For example, more working women,
smaller households, more single-person households coupled with the
development of the microwave, have all contributed towards the
demand for convenience foods (Young and Holmes 1991 p.5, Cowan
1989 p.29, Retail News 1992 p.4, Mayo and Pender 1988 p.206). The trend
for convenience eating and foods has resulted in the growth of many
products such as ready meals, frozen/chilled meals, sauces, pasta and
pizzas, while the potential for more new product development in this
sector is evident (Wood 1988 p.16, Tyrell 1990 p.16 , Ulster Grocer 1992
p.23, Market Research Europe 1992 p.l, Retail News 1992 p.19).
Similarly Mayo and Pender (1988 p.205) believe that the most successful
new products will be those which offer an element of convenience. It
cannot be denied that growth in this sector will continue in the future

(Gourlay 1991 p.I).

1.4.1d Environmental/Green Issue

Concerns about the environment have led to an emphasis on the
category of "green" foods or "environmentally friendly foods"” which
also consists of organic foods. The focus on these products has emerged
in tandem with the healthy eating category (Cowan 1989 p.8, PA
Consulting Group 1992 p.51, O'Connor 1990 p.16). This will have a
major impact on the food industry and is already evident by the
availability of organic foods in Irish supermarkets (O'Connor 1990 p.16,
Cowan 1989 p.8). Therefore opportunities exist for Irish companies,
specifically in the export markets (PA Consulting Group 1993 p.51,
Tyrell 1990 p.16). An EU directive on organic produce is predicted to
boost this market further (Cowan 1989 p.8). Furthermore, this has
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provided an opportunity for Irish manufacturers to take advantage of
the positive 'green' image Ireland and Irish food has abroad (Shanahan
1987 p.6, McDonnell 1986 p.13). Although this sector of the market has
necessitated new products, organic produce has been slow to take off
and some manufacturers are of the opinion that the pure 'green’
market will remain only as a small element of the total food market

(Tyrell 1990 p.16, Gourlay 1991 p.I).

1.4.1e Quality

Another notable priority for consumers in relation to food is the need
for quality (O'Connor 1990 p.12, Market Research Europe 1992 p.20,
Cork Examiner 1990a p.9, Foster 1991 p.44). Quality is dependent on the
subjective and objective interpretation of a variety of attributes.
Subjective factors consist of image, natural, wholesome and so on,
while objective measures include high protein, absence of
preservatives, organically grown, fresh. These factors have resulted in a
demand for enhanced quality attributes in product formulation and
ingredients (Food Ireland 1992 p.37). A recent Irish survey identified
that good or excellent product quality was ranked first in terms of
success by the majority of respondents. This is consistent with the
findings of a similar British survey (Cowan 1989 p.10/15).
Furthermore, ‘continuous quality improvement is recognised as a key factor in
maintaining competitiveness in the Irish food industry® (Food Ireland 1992 p.38). In
addition significant opportunities exist both at home and abroad for
Irish quality products, especially as Irish food firms attempt to move
away from commodity food products (Irish Exporter 1991 p.20, IDA 1987
p.12). Quality could become a major competitive advantage in import

substitution (Merrins 1989 p.84).
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1.4.1f Impact of Modem Technology

Modem technology is having a significant influence on the way food is
processed and prepared and in turn on eating habits. There have been
technological advances in terms of industrial capability, such as chilled
distribution, and in home equipment, for example domestic freezers,
fridges, microwave ovens and food processors (Mayo and Pender 1988
p.206/7, Young and Holmes 1991 p.9-11, Euromonitor 1989 p.67/8). This
has resulted in a secondary effect on eating habits, through the
increased usage of modem appliances and has led to the development
of new products suitable for such appliances (Mayo and Pender 1988
p.207, Euromonitor 1989 p.68). The popularity of these appliances has
stemmed from a demand for greater leisure time, because the
technologies enable time to be saved on working (Retail Monitor
International 1991 p.47). It has been suggested that in recent years the
microwave has had the greatest impact on eating habits with rapid
growth throughout the 1980's in the UK, although in Ireland it has not

been quite so dynamic.

1.4.1g Future Trends

Several authors have attempted to predict future trends that will
influence the food industry. For example it has been suggested that
there will be distinct types of eating habits arising out of the trends
currently experienced in the food industry such as quality ultra-
convenient foods, exotic upmarket products and high quality,
nutritious, low-calorie products (Young and Holmes 1991 p.18/19, Food
Ireland 1992 p.40). Function foods are also expected to become popular
in the future. Despite these changes which appear to be universal in
Europe, it is doubtful that a total convergence will occur in regional
tastes and eating habits. Some trends will always remain international
and enable the development of global products, whilst opportunities

will also exist for niche marketing at a local level (PA Consulting
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Group 1992 p.51, Young and Holmes 191 p.20). Furthermore new
product development and innovation will remain as a major force in

the food industry (Brown 1991 p.10).

O'Connor (1990 p.14) contends that the principal message for the 1990's
is that the industry must keep pace with the changes in consumer
habits and tastes and exploit them fully. It has also been argued that
because of the enormity of change occurring, there is no one dominant
trend emerging and those involved in the food industry will have to
be cautious not to anticipate that every trend will transform the
industry overnight. Nevertheless the Irish food industry must take
heed of the changes and adapt accordingly. According to Walsh (1991a
p.19) *‘amodem food industry works back from the consumer. It is concerned about the
habits, tastes and needs of consumers, what is selling in the market place, what or who
are influencing consumer choices and what future trends are going to be’. This must
be the path for Irish food firms entering into a more competitive

European environment, if success is to be attained.

1.4.2 Growth Sectors in the Food Industry

Certain sectors within the food industry have experienced phenomenal
growth in the past few years and a brief discussion of these will now be
presented. Some of the information relates directly to the British food
market but it was felt necessary to include it because according to the
PA Consulting Group (1992 p.4), the U.K. should be considered as an
extension of the home market. Furthermore, it accounts for the
majority of our exports and thus changes there will have an impact on
Irish food firms (Cowan 1989 p. 15, Euromonitor 1989 p.303, Merrins
1989 p. 78). In addition, there is a notable lack of information relating to
some sectors in the Irish market (Merrins 1989 p.78, Cowan 1989 p.23).
The following table shows the importance of the ready meal, pizza and

pasta sectors in both the Irish and British food markets.
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Estimated Value of the Irish Food Industry £78 - £145m

Value of Growth Sectors in the Irish Food Industry

Frozen - Ready Meals £16m
- Other Ready Meals £2m
Frozen Pizza's £15m
Pasta - Dry £3.5m
- Fresh £0.4m
- Canned £3.4m
- Sauce £2.25 - £3.1m

Value of Growth Sectors in the British Food Industry

Frozen Food Market £3.3bn
Chilled Foods £470m
Ready Meals £772m

Table 1.1 Growth Sectors in the Irish and British Food Industry
Source : Pearson 1990, Checkout 1991, Heneghan 1991, Todays Grocer
1991, Ulster Grocer 1992, Food Ireland 1992, Retail News 1992.

1.4.2a Frozen Foods

Although the British frozen food market in 1988 had experienced a
2.1% growth since 1980 by 1991 the market declined by almost one-third
on the previous year. Development was experienced most notably in
the convenience food sectors with pizzas and ready meals being the
prime products (Merrins 1989 p.78-80, Todays Grocer 1991 p.2, The
Grocer 1992 p.9). In comparison the Irish frozen food market is
considered to be mainly under-developed but is growing by 10%
annually. Both pizzas and ready meals have shown the greatest
opportunities for development and have been the most dynamic in
terms of growth (Cowan 1989 p.82-84, Todays Grocer 1991 p.2, Market
Research Europe 1992 p.9, Ulster Grocer 1992 p.23). Within the EU,
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frozen pizza and ready meals have experienced an increase in market
value from 12% in 1985 to 15% in 1990. European trends indicate that
growth will continue in the frozen food sector but some areas will
become saturated (Mcintyre and Pitts 1992 p.18, Checkout 1989 p.14,
Market Research Europe 1992 p.20, Euromonitor 1989 p.298, The Grocer
1992 p.9).

1.4.2b Chilled and Canned Foods

Chilled foods represent one of the fastest growing sectors in the UK
market for nearly a decade, although growth is predicted to slow down
in the future (Heneghan 1991 p.18, Pearson 1990 p.15). It encompasses a
wide range of products including pizza, pasta and ready meals and
these areas are viewed as having the most scope for growth.
Production is mainly carried out in the home market although imports
are expected to increase (Retail News 1992 p.4, Food Ireland 1991 p.4,
Cowan 1989 p.23). Limited data exists for the Irish market on chilled
foods, however it is suggested that trends are very similar to the UK
market. There have been many recent new products introduction in
this sector which indicates the growing importance of this market.
However the likely decline in population and lower consumer
spending power may inhibit the rate of growth (Cowan 1989 p.23/24).
Within the canned food market, there has been anoticeable decline
mainly due to the competition from frozen and chilled products,
coupled with a lack of innovation. This has resulted in a general
downward trend throughout Europe (Young and Holmes 1991 p.3/4,
Wood 1990 p.14).

1.4.2c Ready Meals

On the Irish market, ready meals have experienced rapid growth and
are expected to continue to do so over the next fewyears. This will be

particularly due to the increasing use of microwaves in households.
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Demand for this market has primarily stemmed from changing
lifestyles and social patterns (IDA 1987 p.75, Checkout 1989 p.14).
According to the PA Consulting Group (1992 p.4) successful ready
meals are already in existence but there is a need for more. Similarly
the Expert Group (1993 p.6/7) recommended that a complimentary
industry or cluster of companies in ready meals should be encouraged
as demand is growing both for direct retail sales and in catering. These
type of products are forecasted to offer the main market growth
opportunities in the future both within Europe and the UK (Todays
Grocer 1991 p.6, Market Research Europe 1992 p.20, Food Ireland 1991
p.4).

1.4.2d PizzarPasta and Sauces

Pizza consumption within Ireland has increased by 250% over the past
five years. This has mainly been due to changing consumer trends. The
potential for further growth is evident especially considering that the
UK market, which is deemed to be one year ahead of the Irish market,
is also experiencing growth (Retail News 1992 p.19, Food lIreland 1992
p.31, Eurofood and Drink 1992 p.15,17, IDA 1987 p.68). Although
successful pizza products are already in existence, there is still a need
for more (PA Consulting Group 1992 p.4, Expert Group 1993 p.6/7/25).
Another area of Italian cookery also recording major growth lies in
pasta and complimentary sauce products. On the Irish market
consumption of pasta has shown a 100% increase from 1,000 to 2,000
tonnes per annum over the past few years (Checkout 1990 p.26, Retail
News 1992 p.19, Checkout 1991 p.40, Consumer Choice 1991 p.92). This
growth is expected to continue since pasta consumption in Ireland,
compared to other countries, is still quite low. Consumers are also
experimenting with different types of pasta which has led to the
demand for speciality pasta. Market and social trends for convenience,
upmarket and healthy products has led to new product developments,

such as light, microwaved and ready meal pasta's (Checkout 1991 p.40-
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43, Checkout 1990 p.26-27, Sunday Business Post 1993 p.20, Market
Research Europe 1990 p.l). Pasta is expected to offer one of the main
growth opportunities in the future (Market Research Europe 1991 p.l,
Expert Group 1993 p.25, Irish Trade Board 1992 p.52/61, Sunday
Business Post 1993 p.20, Boyle 1993 p.7). In addition, the Irish Trade
Board has identified a need for tomato sauce production to compete
with imports which are currently valued at £13.52m (note that pasta
sauce is only one variety of tomato based sauces). This reiterates the
necessity for more new product development (Checkout 1991 p.42,
Retail News 1992 p.20, Retail News 1992 p.17, Checkout 1990 p.27,
Todays Grocer 1990 p.22, Sunday Business Post 1993 p.20, Irish Trade
Board 1992 p.61).

1.5 INFLUENCES ON THE IRISH FOOD INDUSTRY

1.5.1 Institutional and Regulatory Changes

The development of the food industry in Ireland in the next ten years will be
dominated by institutional and regulatory changes " (O'Neill 1991 p.17). Many
forces are operating within the food industry and the resultant
outcome is that change is inevitable. A number of these developments
will provide opportunities for some companies, disadvantages will
accrue to those who refuse to take cognisance of the situation and fail
to adapt accordingly (O'Neill 1991 p.17). Specifically, the principal forces
of change in operation include the EU single market programme, the
GATT Negotiations and the CAP Reform (PA Consulting Group 1992
p.88, Expert Group 1993 p.4, O'Neill 1991 p.17, Euromonitor 1989 p.66).
Consumer and market developments will also act as catalysts of

change.

The main effect of the EU single market will be increased commercial
pressure and the likelihood of impacting more on food manufacturers

than farmers (Expert Group 1993 p.4, PA Consulting Group 1992 p.88).
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In order to remain competitive, manufacturers will need to produce
and market products on a pan-European basis. This trend favours the
larger companies, whilst small manufacturers will have to rely on
supplying identified market niches and segments (PA Consulting
Group 1992 p.88). EU food legislation may also hinder the flexibility
presently enjoyed by some food manufacturers in the community
(Expert Group 1993 p.4). The Expert Group (1993 p.12) recommend that
success for Irish companies in competition with European rivals will

Stem from ’'quality, new product development, niche marketing, flexibility, strategic

acquisitions and alliances and price competitiveness”.

The GATT negotiations offer a dichotomy of both opportunity and
threat to the Irish food sector. Benefits may accrue from a reduction in
cereal prices which will have a positive effect on Irish agriculture. The
main drawback is likely to be a reduction in export refunds which
previously accounted for over $300m per year to Irish food exporters.
In line with past experience those products which suffered from a
decline in export refunds would have been offered for intervention
sale. The situation is further exacerbated as the CAP reform attempts to
dismantle intervention prices. By reducing these market supports
some sectors of the EU food industry are likely to experience a
downward pressure on both supply and prices (Expert Group 1993 p.12,
PA Consulting Group 1992 p.88). This will ensure an intensification of

competition in food products.

For many years since joining the EU, Ireland has gained from the price
and market support policy under the CAP, mainly through the transfer
of substantial financial resources. Products which failed to find
worthwhile markets were guaranteed sale through intervention with
annual increases in price. This support system encouraged major
market distortions, large scale surpluses, an emphasis on commodity
production and significant costs for both taxpayers and consumers.

Currently, a major reform is underway which aims to redress the
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situation by reducing intervention prices. Both the Expert Group (1993
p.12) and PA Consulting Group (1992 p.95) advise that Irish food
manufacturers must now employ a strategy of developing products
demanded by the market, if they are to remain competitive. According

to Shanahan (lrish Times 1988 p. 6) ’itis a matter of survival for the Irishfood
industry that the sophisticated European, and even American, markets want what we
produce and that we produce what these markets want, since we export more than three

quarters of what we produce’.

Condon (1987 p.6) criticises the Irish food industry for becoming too
dependant on the CAP and failing to recognise that intervention was a
short term solution. Instead companies should have been
concentrating on the world market as an avenue for its products. The
PA Consulting Group (1992 p.48) suggest that intervention has often
been so attractive that organisations have failed to develop products
which satisfy final consumer markets. Nevertheless, in the immediate
future, the Irish food industry is likely to experience considerable
uncertainty in light of the CAP reform and the present GATT
negotiations. The only certainty is that the development of Ireland’s
agriculture and food industries is very much dependant on these forces

of change (Expert Group 1993 p.4, PA Consulting Group 1992 p.2/95).

1.6 CONCLUSION

The Irish food industry is one of the most important sectors in the
home economy and, by its very nature, is unique. In particular its
uniqueness is derived by specific supply and demand related factors
and forecast institutional and regulatory changes. Furthermore, if the
industry is going to remain competitive, it needs to concentrate its
resources on successful new product development. However, the
question is raised as to whether the uniqueness of the industry will
have an effect on the outcome of new products developed in the Irish

food market and in turn what the implications are for future new
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product development within the industry. In order to answer this
question, chapter two will investigate key success and failure factors
identified in previous studies while chapter three will examine specific
aspects of the new product development process conducive to success.
This will be done with a view to identifying if these factors are present
within the Irish food industry and whether they, coupled with the
unique nature of the industry, contribute to the ultimate success or

failure of new products launched on the Irish food market.
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Chapter 2

Key Success and Failure Factors
New Product Development



2.1 INTRODUCTION

'Firms report many problems and constraints in the creation of new products and the

high failure rate (of products) which reach the market, gives further cause for concern™
(Fletcher 1990 p.20). Marketing literature on new product development is
replete with reportage on various experimental and field studies
demonstrating that there is a pattern to success and failure, and that
critical factors influencing new product outcomes have been identified.
The previous chapter identified the importance of new product
development within the Irish food industry and, more importantly,
successful new product development if Ireland is to remain
competitive. Therefore, this chapter reviews contemporary opinion
regarding the reported level of new product success and failure rates
and outlines a conceptual model of new product outcomes. In addition,
an attempt is made to refine the numerous amount of critical success
factors identified in previous research, into a number of key themes.
The purpose of this is to provide indicators for assessing the outcome

of new product development in the Irish food industry.

2.2 DEFINITIONS AND MEASURES OF SUCCESS AND FAILURE

Many authors have tried to measure the success rate of new products,
each has used different descriptors of success, according to the criteria
used by management to evaluate their products (Kraushar 1977,
Crawford 1977, Hopkins 1980, Cooper and Kleinschmidt 1987). This has
resulted in little consensus and much confusion as to the best
definition. According to Susan Hart (1992 p.404) 'however prolific, scientific
and insightful the various contributions have been, there is a notable lack of cohesion
regarding its lynchpin, namely, the meaning of success "in new product development’.
She stresses that it is vital to have a good understanding of how to
define and measure success, if one wants to comprehend the factors
that contribute to or inhibit it. Kraushar (1977 p.29) acknowledges that

there is no precise definition of success and adds that descriptions will
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vary according to different companies. In his opinion, theoretically a
new product can be perceived a success, if it achieves the company's
development criteria. However, in practice, criteria are rarely
established, and so a product is often deemed a success if management
simply feels that the results are satisfactory. This approach was
employed by Hopkins (1980 p.4) in a survey on new product winners.
Success was defined as a major new product which 'met management's
original expectations for it in all important respects’. Conversely, failure was
interpreted to mean that the expectations were not reached. Crawford
(1977 p. 51) reviewed various definitions used in the literature and

recommends that this is the best method employed.

In order to determine whether a new product has either failed or
succeeded, the outcomes must be measured in some way. Crawford
(1987b p.21) suggested the following alternatives to have been
frequently used. They may be categorised under three main headings

based on the focus of measurement:

1. Success based on specific product criteria if it:-
- has a certain degree of technical uniqueness
- has a given degree of comparative advantage
- sufficiently diversifies the firm's market offerings

- protects a firm's market position

2. Success based on financial criteria if it:-
- achieves a given level of sales
- reaches a given level of profits
- yields a satisfactory return on the total investment in product

innovation

3. Success based on specific management criteria if it:-
- passes the test market and is launched nationally

- sells sufficiently to keep it on the shelves of wholesale and retail
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firms being audited by the various market research services

- meets the expectations of the managers who marketed it

Hart (1992 p.405) and West (1992 p.39) agree that a broad range of
financial measures of performance predominate in new product
development literature. However, Cooper and Kleinschmidt (1987
p.215) suggest that financial measures of success may actually be
inadequate; that these definitions are too narrow and may in fact have
had detrimental effects on the field of product innovation. This view is
supported by Maidique and Zirger (1985) who note that ‘while financial
return is one of the most easily quantifiable industrial parameters, it is far from the
only important one'. For example, a new product may achieve a limited
financial return, yet be considered a great success because it had a major
impact on its market or introduced a new technology to the industry or
opened up a new window of opportunity for the firm. Furthermore,
many researchers opt for only one measure of financial performance
such as sales or profits. Yet on further examination, Hart (1992 p. 417)
found that sales and profits cannot be assumed to be ‘alternative
indicators’. By using either measure in isolation, an accurate reflection of

financial success may not be achieved.

Other authors have instead chosen to measure success using non-
financial criteria (Craig and Hart 1991 p.9). These include, importance
of new products/amount of new product activities (Cooper 1984, Johne
and Snelson 1988), proficiency of new product activities (Cooper 1984),
degree of innovativeness of new products (Nystrom 1985), opening up
of new markets (Cooper and Kleinschmidt 1986, 1987b,c), a
technological race with competitors, cost reduction and price
competitiveness, retum-on-investment by being first to the market,
research and development projects undertaken in the last five years,
number of new product launches and the percentage of successful
launches (Hart 1992 p.414), opportunity window and finally market
impact (Cooper and Kleinschmidt 1987a p.216).
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Although many authors have offered a multitude of criteria for
success, this is not necessarily reflected in the way that companies
actually measure it. Barclay et al (1990 p.17) specifically asked survey
respondents to define exactly what their company regarded as a
successful new product. The most frequently cited definitions included
achieving the expected profit and market sales/share. However, twenty
percent of the sample judged a product a success on whether it met the
required quality standards, while ten percent were concerned whether
the product was delivered on the specified launch date. Furthermore,
these criteria were perceived as being crucial to achieving the required
level of sales, which in turn would ensure the profit objectives were
accomplished. This implies that companies are mainly concerned with
the financial implications of success. Surprisingly though, the research
found that companies lacked accurate or quantitative measures of new

product success.

It is evident that there is no one clear definition of success, 'success does
not appear to be a simple one-dimension concept but rather a multi-dimensional concept

consisting of bothfinancial and non-financial measures® (Cooper and Kleinschmidt 1987
p. 217). A firm which examines only one aspect of success, such as
financial performance, may ignore the underlying dimensions that
contribute to a firm's overall performance. In this situation, the firm's
myopic view may have a detrimental effect on future product strategy.
Baker (1975 p.16) believes that because success or failure cannot be
judged using a universally accepted measure, it ultimately rests with
management, who must reach a conclusion based on their own
criteria. Barclay et al (1990 p.23) recommends that an appropriate
solution would be to measure new product success against initial plans
and objectives and monitor it accordingly throughout the life of the
product. This should result in a more efficient use of scarce resources.
What is apparent from the literature, is that there is much debate
concerning the appropriateness of particular measures of success, but as

yet this issue has not been fully explored by the available literature
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(Craig and Hart 1991 p.9). This remains an essential flaw in new

product development research because as Hart (1992 p.404) states ‘clearly

the way in which new product success is defined, influences the findings which describe
thefactors contributing to new product success ’. It also has a profound effect on

the reported success and failure rates (Hisrich and Peters 1984 p.15).

2.3 SUCCESS AND FAILURE RATES

The whole area of new product development addresses not only the
issue of key success factors but also those factors that might engender
failure. The high incidence of new product failure has long been
acknowledged, although there is much variation in the literature as to
the average failure rate (Johne 1985 p.l, Craig and Hart 1991 p.2, Hisrich
and Peters 1984 p.14, Cooper 1986 p.15).

Hopkins (1980 p.4) states that ‘all too often, loose talk about high rates offailure
reflects imprecise dividing lines between what may appropriately be classed as
"success' or failure’. This is a commonly held view by many authors who
suggest that the differences in reported failure rates stem from
variations in the products being measured, the methods used and the
stage in the development process when calculated (Foxall 1988 p.231,

Kraushar 1977 p.19, Crawford 1987b p.21, Hopkins and Bailey 1971 p. 20).

West (1992 p.39) is reluctant to evaluate performance based on
management's concept of success. In his opinion, management may be
too concerned about their authority and prestige and thus may tend to
present an unrealistic or overrecorded amount of successes. Similarly
Davidson (1987 p.333) suggests that a manufacturer's view of success is
likely to be 'unduly favourable'. Regardless of this, Crawford (1979 p.9) has
concluded that ‘'the exact failure rates don't really matter - whatever the true
rates, they are high enough to warrant attention’. Cooper (1982 p. 215) supports
this view and questions whether ‘anyeconomy, industry orfirm could survive

with failure rates as high as ninety percent or even fifty percent. In an Irish
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context, Tomlin and O'Sullivan (1985 p.65) reported that new product
development mainly consists of low risk minor innovations such as
product line extensions and slight product modifications and,
therefore, these often result in a one-hundred percent success rate. This
type of innovation induces comparatively little adoption or novelty
and has little impact on performance. Nevertheless, a relatively high
percentage success rate among Irish companies is achieved with major
innovations. The research found that established companies produce a
successful major innovation every three years, while newer companies
do so approximately every nine months. In addition, the success rate of
established companies was estimated to be sixty-eight percent, while
that of newer companies was ninety-eight percent. Furthermore,
almost three out of four new products developed for established
markets were successful, while fifteen percent of new to the world
products succeeded. According to these authors, it appears that in an
Irish context,overall success rates are high for every type of innovation

and company.

In comparison, the Booz Allen and Hamilton survey (1982 p.14)
discovered that 67% of products fail in development or testing, while
about three percent fail after commercialisation. The reverse situation
occurs among Irish companies, with more failures resulting after
commercialisation rather than during development. In addition,
greater success accrues with new products which are more familiar to
the company (such as improvements or line extensions) (Tomlin and

O'Sullivan 1985 p.65).

In contrast in the food industry, there is no widespread agreement as to
the level of success achieved by new products. For example, in 1976,
Davidson (p.119) suggested that the failure rate was fifty percent. By
1987, this had increased dramatically to ninety percent. Goold and
Campbell (1989 p.130) estimated it to be a more conservative seventy-

eight percent. Meanwhile, a British study identified a similar failure
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rate of seventy five percent (Byrne 1987 p.13, Cowan 1989/90 p.6).
Again, caution must be stressed in reading these figures due to a lack of
common definitional criteria in the different studies. Gorman (1989)
provides a note of optimism and states that a one in ten success rate
over a ten to fifteen year period, should easily generate enough

resources to cover the other nine failures.

Due to the disparity of reported failure rates, Crawford (1979,1987)
conducted an investigation of firms new product results and concluded
that 'most reported values, now accepted as fact in the literature, were originally
based on speculation, on personal claims or on studies of questionable scientific merit'.
Only seven reported results were deemed accurate and these indicated
failure rates of approximately thirty-nine percent for consumer
products and thirty-one percent for industrial products. This coincides
with the opinion of many authors who estimate that the success rate
has remained fairly consistent, at approximately two thirds of

commercialised products (see table below).

Study Year Failure Rate
Conference Board 1964 30%
Booz Allen Hamilton 1968 37%
Hopkins 1980 40%
Booz Allen Hamilton 1982 35%
Tomlin & O'Sullivan 1985 32%
Foxall 1988 33%

Table 2.1: Reported Failure Rates

Source: Conference Board Study 1964, Hopkins 1980,
Calantone & Cooper 1981, Booz Allen Hamilton 1968, 1982,
Tomlin & O'Sullivan 1985, Foxall 1988.

Foxall (1988) is disheartened that there has been no improvement

considering the plethora of management techniques and procedures
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which have been developed over the past twenty five vyears.
Nevertheless, he recognises that some companies have exceeded the
average success rates and it is possible to identify common factors
which may have led to their improved performance. It has been noted
that these figures are less pessimistic than originally reported and are
far from satisfactory, although some companies appear to be content
with them (Crawford 1977 p.51). For example, Wind and Mahajan (1987
p.43) stress that ' the percentage of new product failures is still alarming and any
company embarking upon new product development faces a high risk of failure

Several authors concur that this is partly attributable to a more
competitive world which requires more resources and better
management if success rates are to improve (Crawford 1987, Booz

Allen and Hamilton 1982, Cooper and Kleinschmidt 1987).

Nevertheless, new products are essential to the growth and prosperity
of most manufacturing firms (Cooper and Kleinschmidt 1987b p. 169).
According to Booz Allen and Hamilton (1982 p.4) new product
development will become even more important as new products are
expected to account for forty percent of corporate sales and profits.
Coupled with this, it is estimated that the number of new products
introduced will double. This view is supported by Hopkins (1980 p.2),
who noted that firms expected to be more dependent on new products
in the future. Although for companies selling to consumer markets,
future sales volume resulting from new products is not expected to be

as dramatic as those selling to industrial markets.

Companies gain experience in introducing new products which enables
them to improve new product performance (Booz et al 1982 p.6). If, as
expected, companies do increase the number of new product
introductions, then perhaps the learning experience may result in a

higher success rate. Thus, ‘ifbusinesses are to survive and prosper, managers must
become more astute at selecting new product winners and at effectively managing the

new product process from product idea through to launch® (Cooper and Kleinschmidt
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1987 p.215). Coupled with this, it is important to recognise that some
failures are inevitable (Cooper 1986 p.17), but a reduction in the
amount of failures will result in a greater utilisation of resources
devoted to successful products (Rothberg, 1981 p.8). In spite of abundant
research into the area, new product failures continue to occur.
Notwithstanding the increased awareness of the need for improved
practices, the results of many studies indicate that the success rate is
still far too low and that a need exists to improve new product
performance. This can only be achieved by examining past deficiencies
as a method of developing prescriptive guidelines for the new product

process (Cooper 1979 p.93). According to Kraushar (1971 p.21) ‘what is
more rewarding and useful than the study of the failure rate, is analysis of actual

failures, to establish whether there are any general principals which can be applied .

24 THE NEW PRODUCT DEVELOPMENT DILEMMA

A paradox exists in new product development where companies who
do not develop new products are inviting a high level of risk, while
the high failure rate of new products in the marketplace suggest that
risk is also very much inherent in new product development (Kotler
1984 p.310, Davies 1987 p.10, Midgeley 1977 p.12). The financial cost of
failure, in the extreme, may threaten the very survival of a company,
whilst in the short-term will certainly result in a wastage of resources,
which are frequently scarce in most companies (Baker 1975 p.17,
Midgeley 1977 p.11, Davies 1987 p.10). Consequently, many companies
are reluctant to engage in new product development or alternatively,
opt for a conservative mix of new products, such as imitative or 'me-
too' products (Kuczmarski 1992 p.5). Yet by so doing, they ignore the
fact that greater financial return is always associated with a higher risk

of failure (Crawford 1987 p.21).

Some authors argue that risk is a basic ingredient of new product

development and that management must accept and learn to cope with
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it. Companies should not fear failure; they should recognise that it is
unavoidable in seeking success, and attempt to minimise risk rather
than shy away from it (Kuczmarski 1992 p.15, Barclay, Benson and Lunt
1990 p.5). Schrage (1989 p.46) advances this notion even further and
states that companies should learn how to fail, because success is a by-
product of failure. He stresses that through experiencing failure, a
company will strive for success and thus, it will eventually achieve it.
Coupled with this, even though it is impossible to guarantee success,
guidelines and procedures exist which are more conducive to
improved performance and also reduce the level of risk in

development (Midgeley 1977 p.12).

2.5 A CONCEPTUAL MODEL OF NEW PRODUCT OUTCOMES

New product success or failure does not appear to be amenable to any
particular theory, rather a variety of factors have been identified as
providing a useful insight into the understanding of new product
outcomes. Conceptual models have been developed by Cooper (1979
p.94, 1980 p.l) and by Maidique and Zirger (1984 p.202) who
hypothesised that a positive outcome is derived from the interaction of
critical components in the new product development process. The
latter approach seeks explanations for success based on organisational
and external entities which influence the outcomes of the
development process. Similarly, Cooper's (1979 p.93) model highlights
a distinction between environmental and controllable (organisational)
variables and examines their individual and joint effect on new
product success. The controllable variables describe the new product
process and its output, whereas the environmental variables refer to

the setting or environment in which a new product is developed.

Cooper (1980) examined the effect each of the individual variables had
on the fate of the new product. Environmental variables were noted

for their lack of impact on new product outcomes (there is one
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exception, the compatibility of the firm's resource base with the needs
of the venture is an important factor in new product success). Whereas
in contrast, the controllable variables were found to have a significant

impact on new product success. Thus Cooper surmised that ‘the fate of
new products appears to depend far more on variables over which the firm has control

during the innovation process and not so much on situational or environmental
variables® (Cooper 1980 p. 16). These findings have serious implications for
the way in which product ideas are initially screened. Traditionally,
firms have tended to examine the environment as a method of
assessing the feasibility of a new product project and then determined
the controllable variables (for example the information needed, the
activities to be undertaken). The results suggest that the controllable
variables should be initially decided prior to any examination of the

environment in which the firm operates.

On the basis of these research results and a review of more recent
literature, Cooper and Kleinschmidt (1987 p. 169) redeveloped the
conceptual model. The revised model links project outcomes to a
number of key project descriptions. The relationship among all the

variables are depicted in Figure 2. 1.
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f The New Product >
Strategy & Execution

Product
Launch 7/

Figure 2.1 A Conceptual Model of New Product Outcomes
Source : Cooper and Kleinschmidt (1987a)

The model shows that the new product process takes place within the
corporate environment. This environment consists of the resources,
experience and skills in marketing, production and technology of the

firm. This environment influences the new product process which in
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return determines the new product strategy and execution (both the
product itself and the launch). As a result of this, the outcome of the
new product, either success or failure, is determined by the interaction
of the market environment and the new product strategy and
execution. It is important to note that the results did lend partial
support to the conceptual model. Although a complete test of the
model was not carried out, none of the results were in conflict with the

model and therefore, Cooper and Kleinschmidt (1987 p.181) state that
*the conceptual model appears to be a reasonable representation or model of new product

outcomes ".

One area of conflict has arisen between the findings of various authors.
In his original study, Cooper (1980 p.12) identified that market variables
were noted for their lack of impact on new product outcomes. In the
revised model, Cooper and Kleinschmidt (1987 p.178) reevaluated this
mainly because of the amount of attention it had received in the
literature. They again found that market competitiveness was not a
decisive determinant of new product success. In contrast, Maidique and
Zirger (1990 p. 873) identified that it was a significant factor and that
success was more likely to occur in markets with low levels of

competition.

Perhaps the most significant finding by Cooper and Kleinschmidt (1987
p.182) was the validation of the earlier model which identified that
controllable variables are the dominant factors in new product
outcomes. The fate of new products rests within the company and it is
the responsibility of the project manager and team to ensure that the
new product process is managed and executed efficiently. The
environmental/situational variables should only be incorporated as
screening criteria for project selection. If this is adhered to, the ultimate

result will be a positive outcome, namely success.
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2.6 OVERVIEW OF FAST RESEARCH

Before describing the host of key factors relating to success and failure
in new product development, attention must be drawn to the nature of
the in-depth research conducted in this area. Recent years have
witnessed a plethora of research studies in the field of successful new
product development and several methodologies have been employed.
The earlier studies tended to examine new product failure in the belief
that by highlighting the causes of failure, those areas could be avoided
in development. Conversely, other researchers concentrated solely on
success. It has since been recognised that both of these approaches are
inadequate and many authors now strongly disagree with their use
(Cooper 1979, 1983, Calantone and Cooper 1981, Maidique and Zirger
1984/1990, Barclay, Benson and Lunt 1990, Barclay 1992, Craig and Hart

1991). rByfocussing research on either just successes orfailures, researchers ignore the
possibility that the critical factors wunearthed by the investigation, are also

determinants of the opposite outcome® (Craig and Hart 1991 p 8).

For example, by examining only key success factors, one cannot be sure
that those factors are not also related to new product failures
(Maidique and Zirger 1990 p. 868, Barclay et al 1990 p. 6, Cooper 1979
p.94). This flaw can be overcome by investigating the critical factors in
both success and failures. Subsequent studies have employed this

approach because it would appear that ‘in order to uncover successfactors one
must identify characteristics which discriminate between commercial success and
failures ' (Cooper and Kleinschmidt 1987b p. 173).

Differences exist between all of these studies that are not just confined
to whether success and/or failure was examined. Operational
definitions, sample sizes, methodological approaches, analysis
techniques and type of respondent all vary throughout the different
research thrusts. Nevertheless, despite the diverse approaches, there is

much consistency in the findings (Craig and Hart 1991 p.12, Barclay
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1992 p.255, Barclay et al 1990 p.6, Lilien and Yoon 1989 p.4). This leads
Barclay (1992 p.255) to surmise that ‘thefactors leading to success (and failure)
have remained largely unchanged throughout the time period However he fails
to recognise that the reason for the similarity may stem from the fact
that the studies tend to derive the variables for investigation by
examining previous literature (Craig and Hart 1991 p.12). It is not
surprising therefore, that there is analogy between the various critical
success factors identified. Even when different methodological
approaches were employed, the results were similar to previous

research.

A common criticism has been that in spite of this extensive research
into new product outcomes and the valuable results recorded,
management is largely unaware of it and even more seriously, not
practising it (Craig and Hart 1991 p.13, Midgeley 1977 p.14, Barclay 1992
p.255, Cooper 1983b p.2). It has been argued that this is mainly due to
the presentation of the results and a lack of clear and meaningful
normative guidelines which could be employed (Cooper 1983 p.2,
Calantone and Cooper 1981 p. 48, Barclay 1992 p. 255, Barclay et al 1990
p. 11). Furthermore, one study specifically identified that less than
seven percent of respondents were actually aware of the research into
new product success and only half of them had attempted to apply the
results in some way (Barclay et al 1990 p.19). According to Barclay,
Benson and Lunt (1990 p.lIlI) the hypocrisy of it all lies in the fact that
‘authors keep concluding that management action is required, as if managers will
automatically know exactly what action to take'. Future research studies must
be more amenable to management action and presentation of results
should be easily translated into guidelines so that they are
comprehensible to the very people that have to employ them.
Otherwise the high incidence of new product failure will continue

(Craig and Hart 1991 p.13).
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The importance of examining critical success factors stems from a need
to reduce the high failure rate, to provide better guidelines for the
screening of new product projects and to glean greater insights into the
way the new product project should be managed. This should result in
improved new product performance and the continued
competitiveness of most firms (Cooper 1990 p.27, Cooper and
Kleinschmidt 1987b p.169, Maidique and Zirger 1990 p.871). According

to Cooper (1990 p.27) though, success is not elusive, ‘there is a pattern to
success, indeed significant differences emerge between successful and unsuccessful

projects'.

2.7 KEY SUCCESS AND FAILURE FACTORS

The increasing interest in new product success and failure
determinants found in the literature has produced a vast amount of
studies dealing with this topic. The intention of these studies is to
probe the question of what constitutes a successful new product. This is
achieved by examining past performance in an attempt to develop
prescriptive guidelines for the new product process (Cooper 1979, p. 93).
One must recognise though, that the factors identified are not intended
to guarantee success, rather they were found to be associated with

successful product innovation (Barclay et al 1990, p.6).

However, all of this research has resulted in an inordinate number of
factors being identified. The necessity of reducing the amount of factors
is evident. The practicality of a list in excess of one hundred and forty
factors for managers involved in the new product development
process, is at the very least debatable (Barclay 1992 p.256). The
contribution of the literature to reducing the failure rate has
disappointingly remained unchanged and this may be in part due to
the overabundance of suggested success factors. In an endeavour to
clarify the situation, some authors have further analysed the proposed

factors and classified them under common themes, although
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confusion has again arisen due to the differences in labels used.

Johne and Snelson (1988) categorised the results using the McKinsey 7S
(skills, strategy, structure, shared values, style, staff, systems)
framework to review factors that affect success at the project level.
Lilien and Yoon (1989) employed a three dimensional framework based
on whether the innovation was a product or process, the decision focus
used and the level of managerial control. Craig and Hart (1991)
recognised that the literature consisted of two separately identifiable
components; generalist studies which concentrate on the factors
contributing to the success and failure of new products and specialist
studies which investigated specific areas of new product development

in-depth.

Craig and Hart (1991) further identified key themes common to the
generalist studies and which described the success factors in new
product development. These include management, information,
strategy, process, company characteristics and people. In essence, all of
these approaches are based on the results of the same research findings,
differences exist only in the way the information has been categorised
and labelled. It must be noted that other authors have attempted a
similar review but opted instead to examine the literature in
chronological order (Barclay et al 1990, Maidique and Zirger 1984, 1990,
Barclay 1992, Cooper and Kleinschmidt 1987b, Cooper 1983).

Due to the fact that so much has been written about new product
success and the confusion that has arisen because of variations in
methodologies and operational definitions, an attempt was made by
this author to regroup the common findings in a more meaningful
manner and thus provide a clearer presentation of the key success and
failure factors. This is shown below where each of the studies
identifying a common factor are grouped together. Furthermore, these

correlates of success are subsequently used to devise a questionnaire for

48



identifying the specific key success and failure factors in the Irish food

industry.

CORRELATES OF SUCCESS AND FA/LURE

1. Product Advantage

National Industrial Conference Board
Booz Allen Hamilton

Utterback

Cooper

Maidigue & Zirger

Crawford

Link

Cowan

Lilien & Yoon

Barclay

2. Market Potential

Rubenstein et al
Cooper

Maidique and Zirger
Link

Cowan

Lilien and Yoon

3. Market Competitiveness

National Industrial Conference Board1964,
Cooper

Maidigue and Zirger

Link

Lilien and Yoon

4. Marketing Synergy

Booz Allen Hamilton
Kulvik

Cooper

Maidique and Zirger
Baker et al

Link

Lilien and Yoon
Barclay
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1964, 1971,1980

1968, 1982

1976

1981, 1987a, 1987b, 1990
1982,1984,1990

1987

1987

1989

1989

1992

1976

1981, 1987a, 1987b, 1990
1982,1984,1990

1987

1989

1989

1971, 1980

1981, 1987a, 1987b, 1990
1982,1984,1990

1987

1989

1968, 1982

1977

1981, 1987a, 1987b, 1990
1982,1984,1990

1986

1987

1989

1992



5- Technological Synergy

Kulvik 1977

Cooper 1981, 1987a, 1987b,
Maidique and Zirger 1982,1984,1990
Baker et al 1986

Link 1987

Lilien and Yoon 1989

6. Protocol

Booz Allen Hamilton 1968,1982

Myers and Marquis 1969

Sappho 1972, 1974
Globe, Levy & Schwartz 1973

Roberts and Burke 1974

Townsend 1976

Utterback 1976

Rubenstein et al 1976

Cooper 1981, 1987a, 1987b,
Barclay 1992

7. Proficiency of PredeveloDment Activities
Nationallndustrial Conference Board! 964, 1971, 1980

Booz Allen Hamilton 1968, 1982
Myers and Marquis 1969

Sappho 1972, 1974
Globe, Levy & Schwartz 1973

Roberts & Burke 1974

Constandse 1975

Rubenstein 1976

Townsend 1976

Utterback 1976

Cooper 1981, 1987a, 1987b, 1990
Maidique and Zirger 1982,1984,1990
Cowan 1989

8. Proficiency of Market Related Activities

Sappho 1972, 1974
Globe, Levy & Schwartz 1973

Constandse 1975

Rubenstein 1976

Utterback 1976

Cooper 1981, 1987a, 1987b,
Maidique and Zirger 1982,1984,1990
Crawford 1987

Link 1987

Lilien and Yoon 1989

Barclay 1992
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9. Proficiency of technological activities

National Industrial Conference Board
Sappho

Globe, Levy & Schwartz

Constandse

Cooper

Voss

Link

Barclay

10. Top Management Support

Booz Allen Hamilton
Sappho

Constandse
Rubenstein et al
Utterback et al
Cooper

Maidique And Zirger
Voss

Baker et al

Lilien and Yoon
Barclay

11. Firm Characteristics - Finance

National Industrial Conference Board
Globe, Levy & Schwartz

Cooper

Maidique And Zirger

Voss

Baker et al

Crawford

Link

1964, 1971, 1980
1972, 1974

1973

1975

1981, 1987a, 1987b, 1990

1985
1987
1992

1968,1982

1972, 1974
1975

1976

1976
1982.1984.1990
1982.1984.1990
1985

1986

1989

1992

1964, 1971, 1980
1973

1981, 1987a, 1987b, 1990

1982,1984,1990
1985
1986
1987
1987

12. Firm Characteristics - Marketing Mix

National Industrial Conference Board 1964,

Sappho

Utterback

Cooper

Maidique and Zirger
Voss

Link

Cowan

1971, 1980
1972, 1974
1976

1981
1982,1984,1990
1985

1987

1989



13. Organisation Structure & Style/Human Resources

Myers and Marquis 1969
Sappho 1972, 1974
Globe, Levy & Schwartz 1973
Roberts and Burke 1974
Rubenstein et al 1976
Townsend 1976
Maidique and Zirger 1982,1984,1990
Voss 1985

Baker et a 1986
Crawford 1987

Link 1987

Lilien & Yoon 1989
Barclay 1992

The thirteen correlates of success may be further categorised into two
main areas: controllable variables (that is variables over which
management has control), and those which relate to the environment

(that is the setting in which the new product is launched).

Controllable Variables: Product Advantage, Proficiency of
Activities, Synergy, Organisational Structure and Style, Firm's

Characteristics.

Environmental Variables: Market Potential and Market

Competitiveness.

The interrelationship between the wvarious correlates of success is
further addressed in the methodology section, where a conceptual
framework has been devised to show how the factors interrelate.
Overall though, it is evident that success is a multi-dimensional
concept. The reported research provides a vital insight into the critical
success factors in new product development. The single most
important dimension appears to be product uniqueness and
superiority, although other factors were found to have a significant
effect. If one reviews the results over time, it is surprising to note how

little change there has been in the findings coupled with the recurrence
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of the same key criteria in many different research studies in various
countries. This is quite surprising when one takes into consideration
the increased competitive environment, significant technological
change and shortening product life cycles. However, failure to
recognise that there is a key to new product success and implement the
necessary research findings will only lead to the maintenance of the

presently high failure rates. As Cooper (1990 p.27) states ‘'an accurate

understanding of why new products succeed or fail is vital to improving new product
performance”.

2.8 CONCLUSION

This chapter has shown that there are various measures which can be
used for identifying the level of success and failure in new product
development and, ultimately, for identifying key success factors.
Furthermore, reported levels of new product outcomes vary enorously
in the literature due to the differences in measures employed.
Irrespective of this a clear pattern has emerged that distinguishes
between successful and unsuccessful products. The most important
factor appears to be having a unique superior product offering distinct
benefits to the consumer, although an inordinate number of factors
have been identified in past studies. However, by grouping together
the common findings from previous research, thirteen correlates of
success were identified, which could be subdivided into two groups of
controllable and environmental variables. These variables will form

the basis for designing the questionnaire for this research.

In order to conclude, Cooper and Kleinschmidt (1987c p.189) state that
investigations into new product success and failure are central to uncovering the key
criteria for project selection and the clues to more effective process management’. It is
only by evaluating the strategies adopted by firms and examining the
processes used, that the secrets to new product success and failure may

be identified Therefore, the next chapter will examine the new product
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development process with a view to understanding how it can play a

key role in influencing new product outcomes.

54



Chapter 3

New Product Development



3.1 INTRODUCTION

Many of the key studies which probed the issues surrounding new
product success and failure, examined the vast body of literature
describing the new product development process and its underlying
influences, in attempt to identify the key success and failure factors. The
purpose of this chapter is to investigate the nature and process of new
product development with a view to understanding how success may
be achieved. Furthermore, the insights gleaned from this will be used
to develop a questionnaire for the research. The chapter will begin by
highlighting the importance of new product development, followed by
an examination of the degrees of product innovation and the new
product development process. Finally, the dynamics and influences on

the new product process will be discussed in greater detail.

3.2 THE IMPORTANCE OF PRODUCT INNOVATION AND NEW
PRODUCT DEVELOPMENT

Many authors advocate the importance of new product development,
especially as a strategy for future corporate growth and survival (Littler
1984, p.155, Booz Allen and Hamilton 1982, p.l, Skinner 1984, Drucker
1985 p.5, p.25, Barclay, Benson and Lunt 1990 p.5). According to
Kraushar (1977, p.2) ‘the case for innovation seems proved and nearly every
company acceptsi t He argues that this is evidenced by the continuation
of new product activity even in climates where a poor economic
situation might be expected to deter most companies. Indeed, many
companies actually increase their development of new products and
planned launches under these conditions. Rothberg (1981 p.4) cites the
implications of not introducing new products and stresses that the
business environment consists of many companies who have failed

due to the neglect of new products.
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Specifically in the food industry, manufacturers view new product
development as an opportunity to expand value added, provide a
defence mechanism against private labels and discounting, maintain a
competitive advantage, gain brand leadership and maintain buoyancy

in the market sector (Mayo and Denison - Pender 1985, p.205).

The need for new product development, crucial to the long term
survival of business enterprises, may be stimulated by a host of internal
factors. Littler (1984, p.156) suggests that (the need for) product
innovation may stem from a lack of achieving corporate objectives
(sales and profits) due to the inabilities of the existing product range
and, or from the obsolescence of existing products. Other authors have
referred to stage in the product life cycle as a determinant of innovation
(Midgley 1972, p.11, Kraushar 1977, p.4). For example Skinner (1984, p.25)
stresses that as a product reaches the decline stage of the cycle, a
company must plan for the eventual replacement of it through new
product development. This involves either the extension of the uses of

the product or the addition of something new.

The need for product innovation is also bom out of environmental
forces operating in the marketplace such as changing consumer
preferences and sophistication of competition (Rothberg 1981, p.5),
technological advances, changing market requirements, world market
competition (Booz Allen and Hamilton 1982, p.l) and demographic and
lifestyle changes (Urban, Hauser and Dholakia 1987, p.6). It is therefore
evident that the need for product innovation is manifested in a variety
of factors which arise not only from internal company forces but also

from the external environment within which the company operates.

However, Kraushar (1977, p.7) stresses a cautionary approach to
viewing new product development as a panacea. He observes that ’this
attitude can lead to a new disease, "new product hysteria’ which is typified by

accelerated new product launches or acquisitions. In this scenario, if the
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new product is unsuccessful, the resultant outcome may be the
sustained inhibition of a company's progress due to both financial and
psychological barriers. In addition, Littler (1984, p.159) recognises the
risk associated with product innovation, mainly owing to the high
proportion of failure on the market which, in itself, is a consequence of
the uncertainty involved in development. Booz Allen and Hamilton
(1982 p.5) identified that certain internal factors, such as a short term
orientation by management, may become obstacles to successful new
product development. Davidson (1987, p.344) also questions the return
on investment by new products when one takes into consideration
their reported low success rate, the level of long term investment

necessary and the amount of management time required.

Yet common to other authors is the belief that the inherent risks
associated with product innovation are more than offset by the
advantages gleaned from launching a successful product (Littler 1984,
p.159, Kuczmarski 1992, p.5, Johne and Snelson 1990, p.146, Crawford
1987, p.21). Coupled with this is the view that although success cannot
be guaranteed, certain precautionary steps may be taken which will
substantially reduce the risks involved (Midgley 1977, p.12). Davidson
(1987, p.345) aptly summarises the overall situation by stating that ‘new

product investment is essential for all companies ... it is necessary both to secure their
existing position and to achieve new competitive advantage as a basis for further

growth. The costs and risks in driving to success are high. But the penalty for not taking

part in the race will be eventual extinction.

3.3 DEGREES OF PRODUCT INNOVATION

There are varying degrees of product innovation extending from
completely new products to simple style changes. According to Heany
(1983 p.3) ‘business managers need to understand the entire spectrum of product
innovation in order to be able to compete effectively in the marketplace'.

Alternative sets of definitions and categorisations of new products have
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been suggested in the literature. Booz Allen and Hamilton (1982 p.8)
identified six categories of new products and found that a company's

new product program typically includes a mixture of the following:

*New to the world products - these are essentially the first of

their kind and create an entirely new market.

* New product lines - new products that enable a company to

enter an established market for the first time.

* Additions to existing product lines - these are new products

that enhance a company's established product lines.

* Improvements and revisions to existing products - new
products that provide improved performance or greater
perceived value and replace existing products in a firm's product

line.

* Repositionings - essentially new applications for existing

products which are targeted to new markets or market segments .

* Cost reductions - new products that provide similar

performance and benefits at a lower cost.

Other contributors to the literature on the degrees of product
innovation include Davidson (1987 p.327) who stresses the importance
of differentiating between the various degrees of product innovation.
This is because new brands and products viewed as a developmental
activity will enhance a company's market position and enable it to
grow, whereas it is myopic to view line extensions as similar. In effect

their role is essentially to maintain a brands position.
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Mayo and Denison Pender (1988 p. 206) defined new products in the
context of the food industry but their categories were not of relevance to
this study. Heany (1983 p.3/4) positions new products on an innovation
continuum where each category implies a different level of risk
involved. Kuczmarski (1992 p. 60) suggests an additional category titled
licensed, joint ventured or acquired new product. These refer to new
products that are obtained through Ilicensing agreements, joint

ventures or acquisitions from another company.

One of the limitations of the literature on new product development is
its failure to classify new products appropriately. According to Craig and

Hart (1992 p.10) ‘unfortunately, it is not always evident front the literature if

research is aimed at one particular point on the continuum, and if so at which point, or
whether the research includes products from the breadth of the continuum®. Cooper
(1986 p.7) holds that the majority of new products are not innovations.
The typical company portfolio consists mainly of line modifications,
extensions and additions. Another important distinction between
innovations and the other types of new products lies in the criteria
used to measure their success. Schlossberg (1991 p.11) advocates that it is
inappropriate to use retum-on-investment for evaluating embryonic
ideas. Instead, a long term focus would be more appropriate. The
findings of Booz Allen and Hamilton's (1982) research is indicative of
this. New product managers tend to be reluctant to introduce
innovative new products, such as new to the world and new product

lines, because their variability of return is greater.

According to a Conference Board Study (Hopkins 1980), the number of
major new product introductions varies enormously from one
company to another. On average industrial firms introduced eight new
products over a five year period, whilst consumer firms introduced six.
Booz Allen and Hamilton (1982) found the median number of
launches was five. In an Irish context, a study by O'Sullivan & Tomlin

(1985 p. 68/69) noted that Irish companies launched fewer products

59



than their American counterparts due to a more conservative policy.
As competitors launch new products onto the marketplace, a gradual
erosion will occur between the differentiation established by another
company's products. Due to this dynamic situation, companies must
take heed of such movements in the market and industry and develop

and launch different types of new products (Davidson 1987 p.3).

In summary, the different approaches presented classify products
according to the level of newness in, and varying degrees of, product
innovations. For the purpose of this research it is felt that the Booz
Allen and Hamilton taxonomy is the most appropriate. This s
primarily because it was based on longitudinal research, extending from
1968 to 1981, and incorporating a large sample size of American
companies (70Q). It is also one of the most frequently cited surveys in
new product development research. It will therefore be used when

examining the level of new product development in Irish companies.

3.3.1 Types of Product Innovation

As well as an acceptance that there are varying degrees of product
innovation, the notion that there are different types of innovation is
well supported in the literature; although much confusion surrounds
it, mainly due to the difficulty in categorising the different product
developments (Craig & Hart 1992, p.10). According to Ansoff (1965)
product innovations may be characterised by the degree of technological
change and the type of market (either existing or new) at which they are
aimed. Similarly, Crawford (1987, p.25) contends that there is a
distinction between innovations which are derived from technology
and those which stem from the market. The supply-pushed or
technology driven innovation is attained when a company develops
new products based on a strong technical capability. The products
derived from this process are then placed on the market. Conversely,

demand-pull or market driven innovations arise from needs identified
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in the market, which are then translated into new products. Both
approaches can be successful but the market driven innovations tend to
have a higher success rate and are more common in the typical new
product process (Marquis 1981, p.21, Littler 1984, p.172, Cooper and
Kleinschmidt 1986, p.76, Johne and Snelson 1987, p.133).

This approach of either technology-push or demand-pull innovation
has now been replaced by the concept of dual drive product innovation.
In essence, it refers to a combination of both approaches. According to
Crawford (1991, p. 36) "neither technology nor markets can drive product innovation
by themselves. They need each other for optimum performance’. Some authors
make the distinction based on technological change alone and suggest
that new products may be either evolutionary or radical. Evolutionary
innovations refer to a process of continuous modification to and
improvement on existing technology, which results in the creation of
new products or product variations for existing markets (Littler 1984,
p.156, Ramanujam and Mensch 1985, p.220). Axel Johne (1985, p.4)
classifies this as ‘incremental’, incorporating the exploitation of less
advanced technology. Whereas radical innovations relate to
technological breakthroughs or inventions which result in the
establishment of new markets for new products (Ramanujam and

Mensch 1985, p.220, Gomory 1989, p.100).

Marquis (1981, p.14) insinuates that firms should pursue incremental
innovations because they require lesser amounts of investment than
radically new products and also they contribute significantly to
commercial success. Cooper (1980) supports this argument and states
that incremental innovations are more likely to succeed than radical

ones.
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3.3.2 Types of Process Innovation

Other authors stress the importance of process or systems innovation
which involves reducing the costs of manufacturing existing products
or improving their performance (Johne 1985, p.3, Abernathy and
Utterback 1981, p.430). Tushman and Nadler (1986, p.76) describe it
simply as ‘achange in the way a product is made’. In some cases, as a direct
result of major system process innovations, minor product and systems
improvements have occurred. According to Utterback and Abernathy
(1975, p.641), as a production process develops over time, fundamental
changes occur which may be characterised by an evolutionary pattern

within a company.

Tushman and Nadler (1986, p.76) depict the differences between
product and process innovation and demonstrate their effect on the
types of innovations which a company may develop. The level of risk
and learning is also acknowledged. They conclude that both product
and process innovation may be achieved by those companies who can
effectively manage to innovate for today, whilst simultaneously

experimenting for tomorrow's new products.

3.3.3 A Conceptual Model of Process and Product Innovation

According to Johne (1985, p.5), both product and process innovation are
of equal importance to firms operating in dynamic environments.
Difficulty lies in achieving an optimum balance of the two. Other
authors have used the 'life cycle' concept to illustrate the dominance of
emphasis on either process or product innovations, suggesting that
firms in different stages of evolution will develop different types of
innovation (Abernathy and Utterback 1975, p.641/644, Utterback (1979,
p.5). They further claimed the existence of two distinct cycles of
innovation within a company - reflecting both product and process

innovation. Utterback and Abernathy (1975, p.645) subsequently

62



developed a conceptual model depicting this scenario and characterised

by three stages.

The primary stage is termed 'uncoordinated’ typified by a process which
mainly consists of unstandardised and manual operations. The process
itself is fluid but generally inefficient. The next stage which evolves is
called 'segmental’. Production systems are typically mechanistic, rigid
and designed increasingly for efficiency. Finally the ‘'systemic' stage
results when the process has become more highly developed and
integrated. At this stage, improving or changing the process becomes
increasingly difficult and costly. The relationship between the stages are
depicted in the model below which hypothesises that firms will follow

an evolutionary pattern of both product and process innovation.

Uncoordinated Process > Systematic Process

Product Performance Max. Product Cost Min.

STAGE OF DEVELOPMENT

Figure 3.1 : Model of Innovation and Stage of Development

Source : Utterback and Abernathy 1975
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It is advisable that a company maintains an appropriate mix of both
process and product innovations. Cooper (1980) contends that process
innovations are more likely to succeed than product innovations.
Similarly, Abernathy and Utterback (1981, p.33) implied that for
commercial importance, process and incremental innovations were
more significant than product innovation. They discovered that process
improvement resulted in a high rate of productivity improvement. In
an Irish context one study supported this view and identified that
established companies achieved a higher rate of success with process
innovations (71% success) than with product innovations (58%
success). Although newer companies were totally successful with both

product and process innovations (O'Sullivan and Tomlin 1985, p.67).

3.4 THE NEW PRODUCT DEVELOPMENT PROCESS

The new product development process is believed to be a significant
factor in the success or failure of new products. The process has been
the attention of much research (Cooper 1979, 1983, 1988, Rothwell et al
1974, Maidique and Zirger 1984, Cooper and Kleinschmidt 1987). The
process of new product development typically includes a series of
activities, stages and decisions to be taken, which ultimately result in
the launch of a new product onto the market (Cooper 1983a p. 1, Craig

and Hart 1991, p. 21).

Various normative and descriptive new product models have evolved
from empirical studies and are frequently cited in the literature (Booz
Allen and Hamilton 1968, Myers and Marquis 1969, Little 1970,
Utterback 1971, Rothwell 1972). These models were based on
observation and analysis of many firms' actual behaviour and

prescribe the actions a company should undertake. Vespite their
phenomenal success in the 1980°'s, the validity and reliability of new product models
has also been challenged® (Mahajan and Wind 1992 p.128). Although

theoretically valid, the amount of stages involved in some of the
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studies render them impractical. Examples include Klompmaker's
(1979) twenty-seven step model for consumer goods and Hanan's

(1970) detailed twenty-four flow diagram (Cooper 1983b, p. 6).

*Managing new products successfully requires a commonly applied, disciplined process

that is consistently used and understood by all managers’ (Kuczmarski 1992 p.161).
There is no typical new product process, rather companies tend to use a
variety of methods to develop new products, however these may be
characterised by common elements. For example, Kotler (1986 p.337)
proposes a unidirectional eight stage model consisting of idea
generation, screening, concept development and testing, marketing
strategy, business analysis, product development, market testing and
commercialisation. An analogy exists between this model and a seven-
stage model developed by Cooper (1983b p.6) for industrial products.
The theory behind the models is essentially the same, differences occur
only in the labelling of the distinct stages. Similarly another process
was developed by Miaoulis and LaPlaca (1982) for high technology
products. It involves only three stages of assessment, development and
execution. Craig and Hart (1991 p.22) cite further models from the
domain of design (Pugh 1983) and engineering (Pahl and Beitz 1984).
In essence these process models describe a series of activities based on
the evaluation of information, although details of the models may

differ.

One model has received widespread attention throughout the
literature. According to Boag and Rinholm (1989 p. 109), there is ’little
published disagreement’ with the new product development process
devised by Booz Allen and Hamilton (1968, 1982). Initially it consisted
of a six-step model, but the model was refined and a new stage added
following the results of their later study (Booz Allen and Hamilton

1982 p. 11). The process involves the following stages:-
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1. New product strategy development - this stage is a recent
addition to the process and involves specifying the strategic

business role the new products should achieve.

2. ldea Generation - a systematic search for new product ideas to

meet company objectives.

3. Screening and Evaluation - a quick analysis to determine and
evaluate which ideas are pertinent and merit more detailed

study.

4. Business Analysis - appraisal of the business attractiveness of

the proposal incorporating sales, costs and profit projections.

5. Development - translation of the product idea into a physical

product - generally in the form of a prototype.

6. Testing - the commercial experiments necessary to gauge
consumer reaction to the new product. Also facilitates testing of

the entire marketing program for the new products.

7. Commercialisation - launching the product via full-scale
products and involving a commitment of the company's

resources.

The rate at which new product ideas are screened out at successive
stages in the process is characterised by a mortality curve. Booz et al
(1982) discovered a dramatic reduction in the amount of new product
ideas considered for every successful product launched from an
average of fifty eight (1968) to seven (1982). Considering fewer ideas
was also found to be a distinctive trait of companies with more
successful products. It is suggested that the utilisation of a more

sophisticated new product process led to this situation.
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35 THE DYNAMICS OF THE NEW PRODIICT DEVELOPMENT
PROCESS

3.5.1 Formal Process

A formal process will ensure that all necessary activities will be
undertaken "the more formalised the process is, the less likely is the possibility
that a product will fail because some factor was ignored” Moore (1987 p. 9). Many
authors contend that new product success is closely linked to the use of
a formal process (Boag and Rinholm 1989 p.118, Booz Allen and
Hamilton 1982 p.6). This formal process should begin when
developing the new product strategy and continue throughout the
entire process (Moore 1987, Boag and Rinholm 1989). Some authors
identified the use of formal methods to be seriously lacking in many
companies across different industries (Boag and Rinholm 1989 p.120,
Cooper and DeBrentani 1988 p.240, Johne 1993 p.25). Cooper and
DeBrentani (1992 p.240) suggest that formal new product processes
alleviate some of the deficiencies in companies new product activities
and contribute to improved success rates and accelerated time to

launch.

3.5.2 Sequential or Simultaneous Stages

The underlying notion behind many of the traditional new product
development models, is that the stages should be undertaken
sequentially (Kotler 1986 p.337, Booz et al 1982, Heany and Vinson 1984
p.23, Takeuchi and Nonaka 1986 p.137, Cooper 1988 p.247, John and
Snelson 1987 p.138). This approach is characterised by communication
problems due to the amount of participants involved (Heany &
Vinson 1984 p.23). Coupled with this, it results in unnecessary time
delays and incompletion of process activities (Cooper 1988 p.247). An
alternative process has been suggested which takes cognisance of the

need for speed and flexibility in new product development. Classified
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as parallel processing or the rugby approach, it involves the
simultaneous development of a product by various groups or teams
(Cooper 1988, Takeuchi and Nonaka 1986, Johne & Snelson 1987). The
resultant outcome is that more activities are undertaken in a shorter
period of time, thus enhancing the speed at which new products may
be launched on the market. The process is very much dependent on
the integration of the people and functions involved (Craig and Hart
1992 p.27, Cooper 1988 p.247, Takeuchi and Nonaka 1986 p.138, Johne &
Snelson 1987, Kennard 1991 p.187). The difference between the
sequential and simultaneous methods are represented in the following

diagram.

Type A
Phase 1
Type B
Phase 1

Type C

Phase 1 2 3 4 5

Sequential
Simultaneous -at border of adjacent phases

Simultaneous-extends across several phases

Figure 3.2 Sequential (A) and Overlapping (B and C) phases of
development

Sources: Takeuchi and Nonaka 1986

Although Craig and Hart (1992 p.28) support the theoretical reasoning
behind parallel processing, they stress the lack of research in
demonstrating how it may be realistically achieved and suggest it needs

to be further examined.
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3.5.3 Completion of Process Activities

Although models of new product development processes are plentiful,
they do not necessarily reflect the extent to which they are employed in
practice. Craig and Hart (1992 p.25) question whether in fact they are *far
removed from reality’. Moreover, Moore (1984 p.ll) suggested that products
may not even complete all the stages in the process, the time spent at
each stage may vary and the order in which they are executed may also
differ.

Various studies have revealed that completion of the process is directly
related to success, yet many of the stages or activities are omitted by
companies. Furthermore, quality of execution of the process activities
was identified as a strong contributor to success (Cooper and
Kleinschmidt 1986 p.73, Cooper and Kleinschmidt 1993 p.91, De
Brentani and Cooper 1992 p.235, Mahajan and Wind 1992 p.133, Dwyer
and Mellor 1991 p.41). Another noticeable result was the finding that
the up front or pre-development activities were pivotal to success.
These relate to initial screening, preliminary market and technical
assessment and a detailed market study. Yet, again, in terms of quality
of execution, they were the weakest rated activities and were
highlighted by management as the areas requiring the most
improvement (Cooper and Kleinschmidt 1986 p.76, Cooper 1988b
p.241/9, DeBrentani and Cooper 1992 p.239, Dwyer & Mellor 1991 p.41,
Mahajan and Wind 1992 p.132).

Crawford (1984 p.85 - 91) suggests that the use of a new product protocol
may enhance the execution of the predevelopment activities. In
essence, there must be an agreement between marketing, technical and
general management as to exactly what research and development
aims to achieve. One other group of activities, namely the marketing
activities, have been emphasised in the literature as being of critical

importance to overall company performance (Cooper 1979, 1988,
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Cooper and Kleinschmidt 1987, Maidique and Zirger 1984, National

Industrial Conference Board 1964, Hopkins & Bailey 1971, Rothwell et
al 1974).

3.5.4 The Need for Better Screening and Evaluation

Improved screening and evaluation focuses scarce resources on the
better projects (Cooper 1992 p.114). Cooper and Kleinschmidt (1986 p.76)
identified that initial screening was rated as one of the weakest
activities in the new product development process and greatly in need
of improvement. Furthermore, Crawford (1986) suggests that better
evaluation can improve the chances of success ‘evaluation is a continuing
flow of decisions, assessments and measurements, all designed to lead ultimately to a
successful product being established in the marketplace’ Some authors have
identified methods of achieving better screening and evaluation. They
incorporate the notion of specific points or stages at which one can
guage whether to proceed with or drop a new product idea (O'Meara
1961 p.83, Nayak 1992 p.48, Goltz 1986 p.245, Cooper 1988 p.242,
Crawford 1984 p.54).

Cooper (1988, 1991) later proposed a stage-gate system for developing
new products which incorporates decision points or 'gates' throughout
various stages in the model. The gates act as preset evaluation points
and are analogous to quality control inspection points on a production
assembly line. This system tackles most of the issues raised in the
literature. Firstly, it is a formal process which ensures discipline. It is
also visible and relatively simple and thus requirements for each stage
may be clearly understood by management. Parallel processing is a facet
of stage-gate models and enhances timely completion of projects. Key
activities are acknowledged and attention is focused on the pre-
development and market-oriented activities. Finally the process, by its
very nature guarantees better screening and evaluation and the

resultant outcome is improved execution of all activities (Cooper 1991
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P-12).

3.5.5 Accelerating New Product Development

Time to market is becoming a highly competitive issue for manufacturing companies

and in the 1990°s it may be the single most critical factorfor success across all markets!*
(Vesey 1991 p.12). The time required to develop a new product from the
idea stage through to launch, has been the focus of much attention due
to the rising costs associated with slow product development (Gupta
and Wileman 1990 p.24), increased competitive pressures and rapid
technological change (Gupta and Wileman 1992 p.28). The need for
accelerated product development stems primarily from a decrease in
the typical life cycle of a product which requires replacing obsolete or
mature products at a faster pace (Rosenau 1987 p.27, Millson, Raj and
Wileman 1992 p.53, Uttal 1987 p.54). Advantages accrue to firms who
are first to market and even to be a successful later participant requires
more rapid development (Uttal 1987 p.54, Millson, Raj and Wileman
1992 p.53, Rosenau 1989 p.29). According to Uttal (1987 p.54) it is an

essential requirement as ‘leisurely product introductions look more and more like

corporate suicide’.

A variety of techniques for achieving accelerated development abound
in the literature such as parallel processing (Kraushar 1985 p.24,
Millson, Raj and Wileman 1992 p.55, Takeuchi and Nonaka 1986 p.137,
Uttal 1987 p.54) and employing modem technology (Uttal 1987 p.56,
Vesey 1991 p.14, Rosenau 1989 p.33, Gupta and Wileman 1990 p.36,
Millson et al p.210). The importance of team membership and
interaction has also been stressed (Uttal 1987, Rosenau 1989, Slone 1991
p.73, Mabert et al 1992, Gupta and Wileman 1990), coupled with the
role management plays (Gupta and Wileman 1990). Conducive to this
is creating an effective organisational environment (Vesey 1991) or as
Uttal (1987) proposes, even creating separate organisations, especially

for this purpose. The new product development process itself has also
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been under scrutiny. Millson et al (1992) recommend simplifying
process tasks and eliminating delays between the tasks. Similarly
Mabert et al (1990) advise reducing delays by compressing the time
devoted to the initial phases. Crawford (1992 p. 191/2) further
examined some ofthe ramifications of accelerated product
development. In his opinion, hidden costs exist which may be
manifested in this new approach. He claims that this method results in
incremental innovation at the expense of breakthroughs, due to

limitations in resources.

Within the food industry true innovations are a rarity, rather it has
employed accelerated product development for many years.
Furthermore, the high failure rates within this industry leads one to
guestion the benefits of such an approach for this sector. Other
drawbacks include unexpected inefficiency, the necessity of increased
resources, increased costs and management time, organisational
tension and confusion, and competitive pressures rendering the new
product obsolete (Uttal 1987 p.57). Whilst Crawford (1992)
acknowledges its importance he also suggests that until more empirical
research has been conducted in this area, one should cautiously
approach  accelerated product development and recognise its
limitations. However, common toother authors is the view that the
benefits far exceed the disadvantages (Millson et al 1992, Vesey 1991

p.14, Gupta and Wileman 1990 p.25). Thus as one survey surmises 'the
question is not whether to accelerate new product development, it's how to best get a

new product development acceleration plan implemented!* (Millson et al 1992 p.65).

72



3.6 INFLUENCES ON THE NFW PRODUCT DEVELOPMENT
PROCESS

3.6.1 Organisation for New Product Development

There is a general consensus in the literature that no perfect method
exists for new product organisation, although considerable attention
has been directed towards identifying ideal normative models of
organisation (McTavish 1984 p.30, Sands 1983 p.31, Barclay, Benson and
Lunt 1990 p.14, Francis and Winstanley 1988 p.250). For example,
according to Tushman and Nadler (1986 p.83) ‘'nosingle organisationform is
inherently more conducive to innovation than the next, each can either stimulate or
retard innovation'. Instead, a variety of organisation structures abound
which are appropriate to different types of new product development,
different types of companies and different types of products (Barclay et
al 1990 p.4). Francis and Winstanley (1988 p.250) propose that
management's choice is dependant on their particular circumstances.
Smale (1985 p.82) recommends that the organisational structure should
elicit an environment conducive to fostering creativity in a systematic
way. However, it has been identified that the new product organisation
structure is only a minimal factor contributing to the success of new

products (Booz et al 1982 p.16, Kuczmarski 1992 p.204).

Cooper (1986 p.42) suggests that companies employ different
organisational structures to satisfy the needs of product innovation.
This is primarily due to the inability of the traditional structure to
fulfil new product requirements. In addition, Sowrey (1987 p.23)
believes that effective innovation cannot exist without effective

organisation in a company.

Booz Allen and Hamilton (1982 p.13) found that almost fifty percent of
companies use more than one type of organisational structure and that

choice was associated with product-specific requirements. This view is
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supported by McTavish (1984 p.31) who states that a formal
organisation structure is suitable for incremental innovations, whereas
radical innovations require a major organisational change. Similarly,
Johne (1986 p.293) also draws a distinction between those structures
necessary for radical as opposed to incremental innovations. Mahajan
and Wind (1992 p.131) confirmed that firms organise in different ways
for new product development. They suggest the most popular
approaches are a marketing department, separate new product

departments and specific new product development groups.

Organisational structures may be classified into two groups: free
standing units include interdisciplinary teams (eg. new product
committee), separate new product departments and venture groups
(Booz et al 1982 p.15, McTavish 1984 p.41, Barclay et al 1990 p.15) and;
functionally based units which consist of units that are part of existing
marketing, planning, research and development or engineering
departments (Booz et al 1982 p.13, McTavish 1984 p.41, Barclay et al
1990 p.15). However, establishing an appropriate organisational
framework will not automatically guarantee new products success.
Certain other organisational conditions are a necessary requirement to

ensure efficient development.

3.6.2 The Need for Flexibility

*Successful new product development is not simply a matter of choosing a structure and

management style to fill a given situation. It resides far more in management
willingness and ability to change’ (McTavish 1984 p.41) . Urban and Hauser (1980
p.63) recognise that because a company is pursuing a strategy of new
product development, the company is 'plunging itselfinto the unknown’ and
therefore an uncertain future warrants organisational change where

necessary.
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Smaller companies, by virtue of their size, tend not to have a new
products organisational problem. It is sufficient for them to pursue
new product development through their existing structures and have
little need for specialised approaches. Conversely, the various
structures are more suited to larger companies who may consider more
active projects (Crawford 1987 p.474, Barclay, Benson and Lunt 1990
p.22, McTavish 1984 p.38). As Johne (1986 p.292) stresses ‘the best structure

will not guarantee results and performances, but the wrong structure is a guarantee of
nonperformance’. Thus, as new product opportunities change over time,
it is essential that companies modify their organisational structure

(Booz Allen and Hamilton 1982 p.13, Johne and Snelson 1988 p.123).

3.6.3 Top Management Support

Numerous studies have acknowledged top managements’
contribution to successful new product development (Johne and
Snelson 1988 p.124, Sands 1983 p.28, Craig and Hart 1991 p.215, Barclay
Benson and Lunt 1990 p.16, Booz et al 1982 p.3). However, it was
identified that top management supported failures almost as
frequently as success (Cooper 1990 p.29). Johne and Snelson (1987 p.134)
suggest that lack of commitment by top management is characteristic of
failure. Furthermore, they identified that active product developer
firms were characterised by top management involvement, whereas

less active firms were typified by distant top management.

Sowrey (1987 p.33) recommends that if top management takes an active
role in product development and is seen to be committed to it, this will
reverberate throughout the entire company, resulting in a
commitment to new product development by all employees and thus a
strong organisational structure will ensue. Similarly Kotler (1984 p.312)
believes that responsibility for the quality of new product development
work lies with top management. Bingham and Quigley (1990 p.47)

outline a tripartite role for top management which involves specifying
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the direction the new products should seek, providing leadership that
creates an innovative climate in the organisation and employing
procedures to coordinate and control the product development and its
implementation. Hisrich and Peters (1984 p.102) suggest that a positive
attitude by top management towards new product development will be
reflected throughout the entire new process. Craig and Hart (1991 p.19)
contend that the most important role for top management is to
establish a climate conducive to new product development and
disseminate this to the rest of the organisation to ensure a strong
development culture. The overall organisational structure which
management chooses should facilitate the creation of this corporate

climate.

3.6.4 Selecting the right people

Achieving good project leadership is a major consideration in new
product development. According to Craig and Hart (1991 p.220)
‘choosing the right person to lead a new product development project team is very
important’. Various suggestions abound in the literature as to who this
person should be and what qualities they should possess. Sowrey
(1987p.33) proposes that someone senior should head the development
team in order that commitment to new products is reinforced. He
contends that this person should be competent, creative and a
respected leader. Crawford (1987 p.483) states that it should be a general
manager appointed full time as opposed to a functional specialist
assigned on a temporary basis. Sands (1983 p.28) offers a compromise

and recommends that the ideal person will have the troad outlook of a

generalist and the skills of a specialist’.

Irrespective of the qualities required of them, many authors advocate
the importance of team leaders (Crawford 1987 p.475, Johne and
Snelson 1987 p.136, Cooper and Kleinschmidt 1993 p.97). This view is
supported by Barczak and Wileman (1992 p.61) who stress that team
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leaders have a significant impact on project performance because they

motivate the team members to work towards a common goal.

The importance of a product champion has also been highlighted by
many authors. This person may or may not be the team leader. The
role of the product champion is viewed as guiding and managing the
entire project and is characterised by total commitment to new product
development (Craig and Hart 1991 p.220, Crawford 1987 p.485, Dwyer
and Mellor 1991 p.43). Crawford (1987 p.485) suggests that this role is
informal but it is becoming increasingly important for innovative
projects. Overall it appears that a strong project leader is essential to
manage the new product development process and those companies

fortunate to have a product champion, may derive further benefits.

3.6.5 Assuring adequate communicationf co-ordination and co-

operation

It has been advocated that product innovation is a multidisciplinary
process requiring integration of all the separate functional inputs
(Gupta, Raj and Wileman 1986 p. 7, Johne and Snelson 1988 p. 125). It
is suggested that functional integration occurs when 'the create, make and
marketing functions are well interfaced and coordinated® (Maidique and Zirger 1984).
It has also been recognised that communication, co-ordination and co-
operation between departments is vital to new product success (Sands
1983 p.29). Difficulties arise when there are differences in orientation or
outlook between the various departments (Lorsch and Lawrence 1968

p.114, Sands 1983 p.29).

Alternative approaches to overcoming this situation have been
proposed and include the use of a cross functional team, (Ancona and
Caldwell 1990 p. 25, Lorsch and Lawrence 1965 p.115), new product
departments, project teams, task force and venture teams and the

establishment of informal communication links or the employment of
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a formal liaison officer. Essentially these suggestions incorporate a
formal approach to improving integration between functions (Lorsch
and Lawrence 1965 p. 115, Sands 1983 p. 30. The benefits of functional
co-ordination and integration are faster development time, cost
savings and closer communication, ensuring that problems may be

solved earlier in the process (Craig and Hart 1991 p. 29).

Integration between marketing and research and development has
received special attention in the literature. It has been insinuated that
this is due to the importance of attaining a fusion between technology
and market led innovations (Craig and Hart 1991 p.219, Mansfield 1981,
Gupta and Rogers 1991 p.55). The biggest barrier to achieving this
integration stems from a lack of communication (Johne and Snelson
1988 p.126). Therefore improving communications and the flow of
information between research and development and marketing could
improve the situation (Craig and Hart 1991 p.219). Finally, Hise et al
(1990 p.154) note that whilst marketing and research and development
should be integrated, it should be done selectively. Conducive to this is

the efficient selection of personnel and top management support.

3.6.6 Strategy Orientation

There are two basic strategies a firm may develop; a corporate strategy
and a strategy for each product or market (Hisrich and Peters 1984 p.47).
In recognition of the importance of new product development, many
authors also stress the inclusion of a new product development
strategy in the overall corporate strategy (Hart and Steenkamp 1991
p.1100, Goold and Campbell 1989 p.132, Barclay and Benson 1990 p.14).
Booz Allen and Hamilton (1982 p.22) advocate that ‘the purpose of

developing a new product strategy is to identify the strategic roles new products will

play to fulfil corporate objectives'. They suggest that the formulation of a
new product strategy should begin with the setting of corporate

objectives, followed by the identification of a corporate growth role for
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new products, a scan of the external environment, an analysis of the
industry, an assessment of new product experience and internal
capabilities and finally an appraisal of the corporate culture and

product life cycle.

Furthermore, a growing body of evidence suggests that the creation of a
new product strategy, embodied in corporate strategies and objectives,
contributes to new product success and overall company success
(Dwyer and Mellor 1991 p.39, Barclay and Benson 1990 p.10, Cooper
1984 p.6, 1987 p.184, Johne and Snelson 1985 p.122, Booz et al 1982 p.6).
Meanwhile, lack of a new product strategy was found to be an internal
obstacle to successful new product development (Booz Allen and
Hamilton 1982 p.5). It is apparent that new product development
should be guided by a new product strategy, which in turn should be

derived from the overall corporate strategy.

3.6.7 New Product Development Strategy

A variety of alternatives exist by which the company may pursue a
product development strategy. For example, a company may obtain
new products either through acquisition or new product development.
Acquisition involves the purchase of a company, patent or license of
someonelse's product(s). New product development may stem from
an internal research and development department or a joint venture
in which two companies enter into an agreement to develop new
products based on specific expertise in the area (Kotler 1986 p.335, West
1992 p. 170, Booz et al 1982 p. 24, Urban, Hauser and Dholakia 1987
p.322). Many companies combine several of these strategies, although

some are preferable to others.

Crawford (1987 p.53) introduced the notion of a product innovation
charter to guide management in devising a new product strategy. He

contends that new product strategy is synonymous with corporate

79



strategy and should be developed in a similar way. Booz et al (1982)
suggest that an integral part of this strategy is the identification of the
roles to be played by new products - either market or company driven.
For example, their study found that the two most common new
product roles were defending a market share position and maintaining
a position as a product innovator. In addition, the roles played by new
products varied by industry and product type. Coupled with
establishing strategic roles for new products, many companies also
devise financial criteria as a yardstick to measure their performance.
The most commonly used criteria are profit contribution, sales volume
and return on investment (Mahajan and Wind 1992 p.131, Booz et al

1982 p. 11).

Common to other authors is the belief that there are a variety of
strategic orientations which should be reflected in the new product
strategy document (Craig and Hart p.17). One strategic option which
has received widespread attention relates to the pursuit of a
technological or marketing thrust in innovation (Nystrom 1985 p.25,
Roberts and Meyer 1991 p.5, Johne and Snelson 1988 p.122, Moore 1987
p.8, Cooper 1985 p.179, Barclay et al 1990 p.21). The general consensus is
that a balanced approach should be followed which combines both
marketing and technology strategies into the overall new product
strategy. Certain other conclusions were drawn by Cooper (1984 p.154,
1985 p.179-183), namely that firms adopt different types of new product
strategies and that each is linked to a specific level of performance. He
also surmised that it is imperative to adopt all the elements of the

winning strategy, if a high level of success is to be achieved.

Although a new product strategy is advocated by many authors, some
reservations have been made in the literature. For example, Hart and
Steenkamp (1991 p.1100) question the extent of strategy development
in most firms' new product programs and whether a lack of it is

necessarily a disadvantage. Furthermore they suggest that many new
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product successes do not stem from strategy, but rather from
serendipity. This view is supported by Moore (1987 p.8) who found
equal evidence that some innovations were not derived from a formal
strategic planning system. He even suggests that by employing such a
rigid technique, it may actually inhibit the generation of innovative
ideas. Thus it is essential to ensure that the strategy is not too

restrictive.

More recent research identified that company size was related to the
formulation of new product strategies, with smaller companies less
likely to have new product development strategies (Fennell et al 1991
p.35, Dwyer and Mellor 1991 p.43). A low level of new product strategy
in companies may perhaps be explained by the fact that incorporating
the strategy formulation into the development process is only a recent
phenomenon (Booz et al 1982 p.10). However, the penalties for not
having a new product strategy have also been cited. Basically, this may
result in misappropriation of research and development resources, an
unfocused search for new product opportunities and ideas and an
unbalanced approach to marketing and technological requirements
(Cooper 1984 p.50). Conversely, inclusion of strategy development as a
step in the new product process results in a convergence of idea
generation and screening with strategic objectives (Booz et al 1982 p.10).
It has been argued that not only should a company employ a new
product development strategy, but it should be reviewed and altered as
the company's situation changes (Krubasik 1988 p.46, Goold and
Campbell 1989 p.130).

Booz Allen and Hamilton (1982 p.20) summarised the situation and
stress that companies most likely to succeed with new product

development in the future will ‘implement a company - specific approach,

driven by corporate objectives and strategies, with a well defined new product strategy

at its core’.
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3.7 CONCLUSION

Every company needs a new product development program in order to
keep abreast of changes in tastes, technology and competition. In
particular, the marketplace today demands consistently new and
improved products. Therefore, a company must actively pursue
product development to ensure both growth and survival. However,
management must realise that there are various different types of
innovation, both process and product, which it may pursue. The choice
is dependent on company specific requirements and constraints.
Furthermore, the dynamics of the new product process and its
underlying influences can affect the level of new product outcomes.
Therefore, any analysis of new product development in the Irish food
industry must take cognisance of these influences if the insights into

new product success are to be gleaned.
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Chapter 4

Methodology



4.1 INTRODUCTION

This chapter summarises the background to the research and specifies
the research problem and objectives of the study. It also describes in
detail the research and sample process, questionnaire design and data

collection procedure employed, to carry out the research.

New products are vital to the growth and prosperity of most firms
(Littler 1984, Booz Allen and Hamilton 1982, Skinner 1984, Barclay,
Benson and Lunt 1990). Yet the importance attributed to new product
development is not reflected in the level of success achieved by

companies and the risk of failure remains high (Craig and Hart 1991).

In an attempt to provide guidelines for improving the success rates,
many authors (Rothwell et al 1974, Rubenstein et al 1976, Maidique
and Zirger 1990) identified that certain groups of factors facilitate a
successful outcome, such as market, product and organisational factors,
while Link (1987) also stressed the importance of variables relating to
synergy. The numerous phases in the Project NewProd research
(Cooper 1979, 1980, 1982, Cooper and Kleinschmidt 1987) concluded
that the single most important criteria was having a superior product
that delivered unique benefits to the wuser, which was similar to
Cowan's (1989) findings. Therefore the main objective of this research
is to determine whether differences exist in the development and
launch of new food products onto the Irish market which ultimately

affect the success or failure of the new product.

Although many studies such as the above have been conducted abroad,
there is an insufficient amount of information relating to new product
development in the Irish market and specifically to the food sector. It
was thought best to focus this new product development research on a
single industry, rather than across several industries, each with

varying characteristics. Furthermore, past studies have been criticised
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for investigating a broad array of industries in the research because it
resulted in averages across industries, rather than specific findings to
any one industry. It was implied that this has led to attenuated, and
possibly misleading conclusions (Cooper and Kleinschmidt 1993).
Thus by concentrating on one industry - such as the food industry,
inter-industry  differences and effects are eliminated, and the
identification of critical success and failure factors, common in the
industry, is facilitated. The food industry was chosen primarily because
it has been recently recommended that Ireland can attain a significant
competitive advantage in this sector, especially if it concentrates on
new product development (IDA 1987, PA Consulting Group 1992,
Expert Group 1993). In addition, the relative importance of the
industry, coupled with its neglect in the literature, especially in terms

of new product development, render it a vital area to be researched.

4.2 RESEARCH PROBLEM

Craig and Hart (1991 p.5) conducted an extensive review of previous
new product development research and raised certain issues which
must be addressed, before deciding the precise problem to be

researched.

1. GENERALIST VERSUS SPECIALIST APPROACH
Over the last thirty years there have been a number of studies
investigating the determinants of new product success. They may be

divided into two categories

* Generalist Approach - studies here seek to identify the factors which
determine the outcome of new product development, either success or
failure. These studies investigate different ‘'sets’ of variables in an
attempt to evaluate their impact on new product projects and

programmes.
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* Specialist Approach - seek here seek to investigate one particular area
of new product development with respect to its impact on success. For
example, the best strategic approach for new product development

Success.

It was decided that for the purpose of this research, the generalist
approach would be more beneficial, because the investigation was
examining an area which has received little attention in the Irish

market and literature.

2. LEVEL OF ANALYSTS

The question raised here is, whether to examine the outcomes of
individual new product projects, or to focus on the distinguishing
features of successfully innovative organisations. It was decided to opt
for the former, as huge growth is evidenced in a particular segment of
the Irish food market, whereas the organisations themselves appear to
have remained fairly static. In addition, the nature of firms operating
in Ireland tend to be small in comparison with the size of firms
investigated in previous new product development research. This
would hinder any comparison of results with the past studies and
coupled with this, obtaining information about the organisations is not

readily available or accessible.

3. SUCCESS. FAILURE OR ROTH
Based on the information obtained in the literature review, it was
deemed necessary to evaluate both the success and failure of new

products, (see Chapter 2, Section 2.6)

4.3 RESEARCH OBJECTIVES

According to Chisnall (1986 p.22) 'the setting of research objectives is critical
because they will decide the nature and direction of the entire research activities’.

The drawing up of research objectives helps to determine the sampling
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procedure, the data collection method and the method of analysis to be
employed. Failure to properly determine the research objectives is a
significant source of research error. Prior to formulating the research
objectives, an analysis of the reported key success factors was
undertaken in an attempt to reduce the vast amount of factors into

more meaningful groups, consisting of common themes.

MAIN OBJECTIVE

Flowing from the research already summarised, the main objective of

this research is to ascertain whether

differences exist in the development and launch of new food
products onto the Irish market which ultimately affect the success or

failure of the new product'.

In order to determine this overall objective, a number of factors were

examined which can be classified under two broad headings:-

1. Patterns Of Performance and Management Practices

2. New Product Success and Failure Factors

The first relates to general practices employed by companies in the
development and launch of new products on the marketplace and the
second refers to specific factors which may influence the new product
outcomes and are directly related to the conceptual framework in

Figure 4.1.

The issues arising in each of the two groups of factors are dealt with
differently. Patterns of performance and management practices,
although prominent in the literature, have not been given
concentrated attention in previous empirical research. The approach to

these factors therefore is less definitive, with the intention of
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ascertaining whether they are factors which require more attention in
the future. The key success and failure factors, on the other hand, have
been drawn from items commonly tested in reported empirical studies.
The approach here is more definitive, with the intention of
confirming whether or not they are operative in this situation. These
two areas of examination are formulated as two key objectives feeding

into the overall objective.

OBJECTIVE 1 - PATTERNS OF PERFORMANCE AND
MANAGEMENT PRACTICES

The objective here is to identify a profile of companies launching new

food products on the Irish market and to determine if

'differences exist in the management practices of companies
developing and launching new food products on the Irish market

which results in their success or failure'

This objective was subdivided into eight parts. The following is a list of
the sub-objectives which aim to provide the necessary information to
support this key objective. They relate to the patterns of performance
and management practices and are drawn directly from the literature.
In order to identify the origin of each objective and sub-objective, the
key sources in each section are outlined again from the literature.
These topics were previously dealt with in greater detail in chapters

one to three.

Sub-objective 1A - Amount Launched. Successful and Planned

Many authors advocate the importance of new product development
especially as a strategy for future corporate growth and survival ( Littler
1984, Booz Allen and Hamilton 1982, Skinner 1984, Barclay Benson and

Lunt 1990). It is argued that successful companies continuously
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develop and launch new products (Kraushar 1972, Rothberg 1981,
Drucker 1985). Whilst the notion that there are different types of
innovation is well supported in the literature (Ansoff 1965, Craig and
Hart 1992, Tushman and Nadler 1986, Booz Allen and Hamilton 1982,
Crawford 1987). In addition, some studies have acknowledged that the
type of product innovation being developed by a company has an effect

on their overall success (Johne 1985, Johne and Snelson 1987).

Most firms tend to have a mixed variety of new products. Additions to
existing product lines and improvements/revisions to existing
products are the most common. New product managers tend to be
reluctant to introduce innovative new products, such as new to the
world products and new product lines, because their variability of
return is greater (Booz Allen and Hamilton 1982). In addition, the
number of major new product introductions varies enormously from

one company to another (Hopkins 1980).

The high incidence of new product failure has Ilong been
acknowledged, with estimates ranging from twenty percent to as high
as ninety percent (Johne 1985, Craig and Hart 1992, Hisrich and Peters
1984, Cooper 1986, Crawford 1987, Tomlin and O'Sullivan 1985).
Irrespective of the exact level of new product success and failure, some
authors contend that it is high enough to warrant attention (Crawford
1979, Cooper 1987). However an investigation into firms new product
results concluded that most reported values in the literature were
inaccurate and that the failure rate was approximately thirty-nine
percent for consumer products and thirty-one percent for industrial
products. Nevertheless, it is envisaged that new product development
will become even more important in the future as the estimated
number of new products introduced is forecast to substantially increase

(Booz Allen and Hamilton 1982, Hopkins 1980).
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Therefore the first sub-objective of the research is to determine if

'the type of new product developed and launched by companies
operating on the Irish market is related to the success or failure of the
product'.

This will be achieved by examining the amount of different types of
new food products launched by companies on the Irish market over
the past five years and to gauge the level of success and failure
achieved. Coupled with this, is the requirement to identify the amount

of planned introductions in the future.

Sub-objective IB - Strategic Business Requirements

In recognition of the importance of new product development, many
authors advocate the inclusion of a new product development strategy
in the overall company strategy (Hart and Steenkamp 1991, Goold and
Campbell 1989, Barclay and Benson 1990). Booz Allen and Hamilton
(1982) contend that an integral part of the new product development
strategy is the identification of the roles to be played by new products,
either market or company driven. For example, their study found that
the two most common new product roles were defending a market
share position and maintaining a position as a product innovator. In
addition, the role played by new products varied by industry and
product type.

Furthermore, Goold and Campbell (1989) argue that in an increasingly
competitive environment, a company's survival is dependant on
creating new products that fulfil a distinctive role. Whereas Cooper
(1984) concludes that different types of new product strategies are
linked to specific levels of performance. Thus, coupled with
establishing strategic roles for new products, many companies devise
financial criteria as a yardstick to measure their performance. The most

commonly used criteria are profit contribution, sales volume and
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return on investment (Mahajan and Wind 1992, Booz Allen and
Hamilton 1982). Whilst a growing body of evidence suggests that the
creation of a new product strategy, embodied in corporate strategies and
objectives, contributes to new product development success and
overall company success (Dwyer and Mellor 1991, Barclay and Benson

1990, Cooper 1984, Johne and Snelson 1985).

Therefore, the success of many firms hinges on their ability to
introduce new products which will assume an increasingly important
role in most firms' new product strategies. This is evidenced in the
findings of a study which suggested that new product development
will become even more important as new products are expected to

account for 40% of corporate sales and profits.

Thus, this sub- objective is to examine whether

‘establishing a strategic role for new food products is related to

the success or failure of the product on the Irish market'.

This will require an investigation of the strategic business
requirements expected of new food products to see if they are related to
new product success or failure. In addition, it is intended to identify the

criteria used to measure new product performance on the Irish market.

Sub-objective 1C - Internal and External Factors

The need for product development is bom out of environmental
forces operating on the marketplace. Rothberg (1981) identified two
separate trends which have impacted on new product development.
The first relates to a demand for products necessitated by changing
consumer preferences, whereas the second stems from an increased
aggressiveness and sophistication of competition. Booz Allen and

Hamilton (1982) support this view and suggest that technical advances,
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changing market requirements and world market competition have all
contributed to increasing new product development. However they
recognise that certain internal factors, such as a short term orientation
by management, may become obstacles to successful new product

development.

Urban, Hauser and Dholakia (1987) also view competition as a strong
motivational force but in relation to changing consumer preferences,
they specify demographic and lifestyle changes as the main
contributory factors. In addition, governmental policy has been
conducive to product innovation by implementing regulations and/or
deregulations necessitating changes in existing products on the market

(Rothberg 1981, Urban et al 1987).

Therefore, this sub-objective is to investigate if

'‘both internal and external factors could have an impact on the
future development and launch of new food products by companies

on the Irish market'.

Sub-objective ID - The New Product Process

The new product development process is believed to be a significant
factor in the success or failure of new products (Cooper 1988, Rothwell
1974, Maidique and Zirger 1984, Cooper and Kleinschmidt 1987). The
process of new product development typically includes a series of
activities, stages and decisions to be taken, which ultimately result in
the launch of a new product on the market (Cooper 1983a, Craig and

Hart 1991).

Boag and Rinholm (1989) contend that new product success is closely
linked to the use of a formal process. This formal process should begin

when developing the new product strategy and continue throughout
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the entire process (Moore 1987, Boag and Rinholm 1989). However,
some authors identified that the use of formal methods was seriously
lacking in many companies across different industries (Boag and

Rinholm 1989, Cooper and DeBrentani 1988, Johne 1993).

It is suggested though, that the utilisation of a more sophisticated new
product process has led to a dramatic reduction in the amount of ideas
considered for every successful product launched, from an average of
fifty-eight to seven. Whilst considering fewer ideas was also found to
be a distinctive trait of companies with more successful products (Booz

Allen and Hamilton 1982).

The underlying notion behind many of the traditional new product
development models is that the stages should be undertaken
sequentially (Heany and Vinson 1984, Kotler 1986, Booz Allen and
Hamilton 1982, Johne and Snelson 1987, Cooper 1988). An alternative
process is parallel or simultaneous processing which involves the
simultaneous development of a product by various groups or teams
(Cooper 1988, Takeuchi and Nonaka 1986, Johne and Snelson 1987).
This approach is reported to be typically used with great success by

Japanese companies (Takeuchi and Nonaka 1986, Kennard 1991).

In addition, the result of one study was the finding that the up-front or
predevelopment activities were pivotal to success (Cooper and
Kleinschmidt 1986). In addition, Booz Allen and Hamilton (1982)
discovered that more management attention and financial resources

were devoted to these early steps in the process.

This sub-objective is to ascertain whether

the use of a new product development process in companies
developing and launching new food products on the Irish market is

related to the success or failure of the new product
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This includes an examination of the number of new product ideas

actually considered and their ultimate success or failure in the market.

Sub-objective IE - Strategic Orientation

There are two basic strategies a firm may develop; a corporate strategy
and a strategy for each product or market (Hisrich and Peters 1984).
Corporate strategy is basically viewed as encompassing major
objectives or goals coupled with policies and plans for achieving those
goals (Baker 1975, Rothberg 1981). Furthermore, it has been suggested
that the overall strategy should include a company's approach to
growth, which may stem from an efficient management of existing
products or through new product development (Hisrich and Peters
1984). Specifically, one study identified that the majority of companies
established in Ireland planned to grow via new product development
(O'Sullivan and Tomlin 1985).

A variety of alternatives exist by which the company may pursue a
new product development strategy. For example, a company may
obtain new products either through acquisition, such as the purchase
of a company, patent or licence, or through new product development
(Kotler 1986, West 1992, Booz Allen and Hamilton 1982, Urban, Hauser
and Dholakia 1987). However, many authors advocate new product
development due to its role in achieving success for companies (Booz
Allen and Hamilton 1982, Johne and Snelson 1989, 1990, Kuczmarski
1992, Charles Cooper 1989). It has also been widely suggested in the
literature that creating a new product strategy, relating to corporate
strategies and objectives, is closely linked to new product performance
(Dwyer and Mellor 1991, Barclay and Benson 1990, Cooper 1984, 1987,
Johne and Snelson 1985). In addition, a lack of new product strategy
was found to be an obstacle to successful new product development

(Booz Allen and Hamilton 1982).
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Therefore the sub-objective is to determine whether

'the strategic orientation of companies developing and
launching new food products on the Irish market is related to the

success or failure of the new product'.

Sub-objective IF - New Product Structure and Style

There is a general concensus in the literature that, although a variety
of organisational structures abound for new product development, no
perfect method exists for new product organisation (McTavish 1984,
Sands 1983, Barclay Benson and Lunt 1990, Francis and Winstanley
1988). Whilst empirical research has identified that some companies
use more than one type of structure and that the choice was associated
with product specific requirements (Booz Allen and Hamilton 1982,
McTavish 1984, Mahajan and Wind 1992). Among the structures
commonly used are free standing units; such as new product
departments, venture groups and interdisciplinary teams, and
functionally based units in existing departments. However, it has been
identified that the new product organisational structure is only a
minimal factor contributing to the success of new products (Booz Allen

and Hamilton 1982, Kuczmarski 1992).

Conversely, the role certain people play in the new product
development process have been found to lead to new product success.
In particular, top management support is frequently cited as being of
critical importance (Johne and Snelson 1988, Sands 1983, Craig and
Hart 1991, Barclay, Benson and Lunt 1990, Booz Allen and Hamilton
1982). It has been suggested that senior management should head the
development team to ensure that commitment to new products is
reinforced (Sowrey 1987). Additionally, the importance of a product
champion has been highlighted by many authors (Craig and Hart 1991,
Crawford 1987, Dwyer and Mellor 1991). It has even been advocated
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that the existence of a product champion discriminates between success

and failure (Johne and Snelson 1988).

The sub-objective is to investigate if

'the new product structure and style in companies developing
and launching new food products on the Irish market is related to the

success orfailure of the product'.

Sub-objective 1G - Company Resources and Skills

It has been suggested that the success of a firm's new product program
hinges on the resources and skills of the firm. In particular, one study
identified that marketing resources were a salient feature of successful
new product programs, whilst technological resources and skills had a
weaker impact (Cooper 1983). Similarly, Globe, Levy and Schwartz
(1973) found that a common characteristic of outstanding innovation
studies related to having sufficient development resources throughout
the entire development process. Voss (1985) suggested that success

accrues from having adequate resources.

In addition, having a good fit between the needs of the project and the
existing resources and skills of the firm, has frequently been cited as a
key influence on new product performance (Kulvik 1977, Cooper and
Kleinschmidt 1987a,b, Maidique and Zirger 1990, Craig and Hart 1991).
Whilst the importance of having sufficient resources, to ensure the
new product process activities are undertaken proficiently, has been
stressed (Cooper 1990). Similarly, Link (1987) identified that a possible
factor discriminating between new product success and failure related
to the level of company resources devoted to the project. Whilst
Cowan (1989) concluded that more resources devoted to new product

development will enhance the opportunity for success.
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The sub-objective is to examine whether

the level of company resources and skills is related to the
outcome of new food products developed and launched on the Irish

market .

OBJECTIVE 2 - KEY SUCCESS AND FAILURE FACTORS

The objective here is to determine if

different controllable and environmental factors exist in
relation to companies developing and launching new food products on

the Irish market, which ultimately results in their success or failure’

This objective was subdivided into six parts consisting of both
controllable and environmental issues. The following is a list of sub-
objectives which aim to provide the necessary information to support
this second key objective. They relate directly to the common themes
identified in the literature and tested in empirical studies, in relation

to the key success and failure factors.

Sub-objective 2A - Product Advantage

Empirical research has shown that a product which offers a significant
advantage to the consumer is one of the most important dimensions
contributing to new product success (Utterback et al 1976, Cooper 1979,
1980, 1990, Cooper and Kleinschmidt 1987a,b). There is no clear recipe
for achieving a product advantage, rather various elements have been
identified in the literature. For example, Maidique and Zirger (1984,
1990) found that success stems from offering significant customer
value, from introducing the product into the market early and from

offering a higher performance to cost ratio.
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Similarly, Link (1987) cites the importance of product quality and of
offering significant user benefits. He also advocates that success accrues
by gaining acceptance of the new product in export or other markets
and by developing a product which requires little change in the
attitude and behaviour of users. Cowan (1989) contends that having a
product with a distinct advantage is crucial to success. He specifically
found that quality, attractive packaging and a competitive price were
all conducive to a positive outcome. Booz Allen and Hamilton (1982)

stress the importance of technological superiority in the product.

Conversely, a lack of product uniqueness and product defects have also
been identified as some of the main causes of failure (Crawford 1977,
National Industrial Conference Board 1964, Hopkins and Bailey 1971).
In addition, Lilien and Yoon (1989), Craig and Hart (1991) and Barclay
(1992) all found that product advantage was a recurrent factor cited in

the literature as a major determinant of new product success.

The sub-objective is to determine if

‘product advantage is directly related to the success or failure of

new food products launched onto the Irish market'.

Sub-objective 2B - Proficiency of Process Activities

The basis of the new product development process is contingent on
certain activities being carried out. Cooper (1990) discovered that a well
defined product and project prior to the development phase enhanced
the likelihood of new product success. Several other authors
specifically referred to the importance of recognising/defining a market
need, and incorporating it early into the development process, as a key
success factor (Globe et al 1973, Roberts and Burke 1974, Townsend
1976, Rothwell et al 1972, 1974, Utterback et al 1976, Rubenstein et al
1976, Cowan 1989, Myers and Marquis 1969, Booz et al 1982).
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Booz et al (1982) and Craig and Hart (1991) advocated the use of a
complete new product process. Some studies singled out certain
activities as being more important; such as screening and testing
(Townsend 1976), market research (Link 1987), attention to marketing
(Rothwell et al 1972, 1974), project evaluation and positioning
(National Industrial Conference Board 1964), market launch
(Constandse 1971, Crawford 1977, Lilien and Yoon 1989), market
knowledge and strategy (Barclay 1992) and development and
technological activities (Rothwell et al 1972, 1974, Link 1987, Voss 1985).

Furthermore, it has been recognised that the way in which the
activities are undertaken/executed, contribute to a positive outcome.
For example proficiency in conducting the predevelopment, market
related and technological activities (Cooper 1987, 1990), proficient
research and development management (Globe et al 1973, Maidique
and Zirger 1984, 1990), superior data collection and analysis
(Rubenstein et al 1976), marketing proficiency, (Utterback et al 1976,
Maidique and Zirger 1984, 1990), proficiency of technological activities
(Rothwell et al 1976, Link 1987, Voss 1985, Barclay 1992) have

frequently been cited as major determinants of new product success.

The sub-objective is to investigate if

‘proficiency in conducting new product process activities is
directly related to the success orfailure of new food products launched

onto the Irish market'.

Sub-objective 2C - Synergy

It has been suggested that success is more likely to occur if a firm builds
on its existing resources, skills and strengths, rather than seeking new
opportunities far removed from its experience and resource base. Both

marketing and technological synergy have been strongly
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recommended within the literature (Maidique and Zirger 1984, 1990,
Cooper 1987a,b, 1990, Craig and Hart 1991, Kulvik 1977, Booz Allen and
Hamilton 1982). For example, in relation to marketing synergy, Link
(1987), Lilien and Yoon (1989), Baker et al (1986) and Barclay (1992)
stressed its importance as a key success factor. Whilst Cooper (1990)
found that the success rate was nearly 2-3 times greater, with
profitability and market sharehigher, for products which were
developed, based on marketingsynergy. In relation to technological
synergy, products which featured a strong fit with the firm's research
and development, engineering and production resources and skills,
also achieved a high rate ofsuccess (Cooper 1990, Cooper and
Kleinschmidt 1987, Link 1987, Maidique and Zirger 1984, 1990, Lilien
and Yoon 1989, Baker et al 1986).

Therefore, the sub-objective is to examine if

" marketing, technological and product range synergy are directly
related to the success or failure of new food products launched onto the

Irish market'.

Sub-objective 2D - Organisational Structure And Style

Numerous research studies have identified different aspects of
organisational structure and style as facilitators to a successful product
outcome. The role of key individuals, such as technical and product
champions, have been repeatedly stressed as important factors (Globe
et al 1973, Townsend 1976, Rothwell et al 1972, 1974, Rubenstein et al
1976, Link 1989, Lilien and Yoon 1989, Craig and Hart 1991, Johne and
Snelson 1988, Voss 1985). Conversely, Crawford (1977) noted that one
of the reasons attributed to product failure stemmed from the lack of a

product champion.
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Another significant finding relates to the necessity of good
communication and co-ordination, specifically in relation to the
research and development and marketing department (Roberts and
Burke 1974, Townsend 1976, Rothwell et al 1972, 1974, Rubenstein et al
1976, Maidique and Zirger 1984, 1990, Lilien and Yoon 1989, Voss 1985,
Baker et al 1986, Myers and Marquis 1969, Barclay 1992, Craig and Hart
1991, Johne and Snelson 1989). In addition, it has widely been agreed
that clearly planning the project and establishing well defined project
goals and objectives is a key factor in successful new product
development (Lilien and Yoon 1989, Baker et al 1986, Craig and Hart
1991, Johne and Snelson 1988). Similarly, another study found that
poor planning contributed to failure (Crawford 1977). The same study
also concluded that failure was caused by company politics and too

much enthusiasm crowded on facts throughout the process.

Top management support has also been frequently cited as a significant
factor, although various theorists appear to have different opinions
regarding the actual importance of it. Rubenstein et al (1976), Maidique
and Zirger (1984, 1990), Baker et al (1986), and Booz et al (1982)
identified in their research that top management support and
involvement was a necessary requirement for success. Johne and
Snelson (1988), Lilien and Yoon (1989) and Craig and Hart (1991) found
that it was a recurrent theme in new product development literature.
In addition Constandse (1971) discovered that lack of good
management was a primary cause of failure. However, Cooper and
Kleinschmidt (1987) and Cooper (1990) stressed that top managers
supported failures almost as frequently as successes - and therefore
concluded that management support only had a marginal impact on
success. Nevertheless, some authors identified other areas in which
management contributed to a positive outcome. For example,
Utterback et al (1976) discovered that top management initiation of a
new project was an important criteria, whilst Rothwell et al (1972, 1974)

stressed the quality and flair of management and the seniority and
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authority of the management team was a major determinant of
success. Maidique and Zirger (1984, 1990) emphasised the importance
of managerial excellence. Voss (1985) advocated that management's
risk taking attitude was an essential element influencing the new

product outcome.

Therefore, the sub-objective is to ascertain if

‘organisational structure and style, including top management
and distributor support, is directly related to the success or failure of

new food products launched onto the Irish market.’

Sub-objective 2E - Firm Characteristics

The notion that characteristics of the firm are a major determinant of
new product outcome has been widely supported in the literature.
Several studies have shown that both the elements of the marketing
mix and financial resources influence new product success. It is
generally regarded that attention to marketing is a key factor (Utterback
et al 1976, Rothwell et al 1972, 1974, Voss 1985, Maidique and Zirger
1984, 1990). Advertising support and efficient distribution (Cowan
1989), selling and promotion (Maidique and Zirger 1984, 1990), sales
force targeting and effort, advertising targeting and effort (Cooper 1980),
and publicity (Rothwell et al 1972, 1974), have all been individually
highlighted in several studies. Link (1987) concluded that a
combination of distribution channel support, good stock cover,
adequate sales force, promotion/advertising and appropriate pricing
strategies, were conducive to success. The National Industrial
Conference Board (1964) found that failure stemmed from an

inadequate sales force and weakness in distribution.

Successful new products were also characterised by the level of

company resources devoted to the new product project. Those
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companies who allocated adequate financial resources to the
development of the new product, attained higher levels of success
(Cooper and Kleinschmidt 1987a,b, Globe et al 1973, Maidique and
Zirger 1984, 1990, Link 1987, Voss 1985, Baker et al 1986). However
Cooper (1979, 1980) identified that relative magnitude of investment in
the project was only a weakly related success factor. It has also been
observed that a positive outcome accrues from developing products
which yield a high contribution margin (Maidique and Zirger 1984,
1990), whilst high product costs may contribute to failure (Crawford

1977, National Industrial Conference Board 1964, Hopkins 1971).

The sub-objective is to identify if

‘afirm's characteristics, in relation to finance and the marketing
mix, are directly related to the success or failure of new food products

launched onto the Irish market'.

Sub-objective 2F - Market Characteristics

The interaction of the new product within the market environment
appears to affect new product performance, although there has been
some debate as to the exact nature of this relationship. Maidique and
Zirger (1984, 1990) contend that the market environment is an
influencing factor. Similarly, Cowan (1989), Link (1987) and Lilien and
Yoon (1989) believe that market size and growth rate will determine
success. Although Cooper and Kleinschmidt (1987a,b) acknowledge
that market potential is a positive success factor, they found that in
comparison with other variables, its importance was much less

significant.

Nevertheless, market attractiveness, in terms of growth rate,
customer's need for products, and importance of purchase, contributed

to a higher success rate, profitability and likelihood of achieving sales
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and profit objectives (Cooper 1990). It is important to note though, that
one element of the marketing environment, namely government
policies, actions and regulations, only had a minor impact on success
(Cooper 1979, 1980, Rubenstein et al 1976). There is also some
controversy as to the effect that market competitiveness has on new
product outcomes. Lilien and Yoon (1989) identified that the level of
competition differentiated between success and failure. Link (1987)
found that the main cause of new product failure resulted from
launching a product onto a very competitive market. Conversely, a
weak competitive market was considered a success factor (although it
was ranked last in terms of importance to success). Similarly, two of
the Conference Board studies (1964, 1971) concluded that the
competitive element was related to failure. Moreover, Cooper (1990)
and Cooper and Kleinschmidt (1987a,b) advocate that market
competitiveness is not a decisive determinant of project outcomes. In
their opinion, products targeted at highly competitive markets are no
less successful than products aimed at less competitive markets.
However, rather than dismiss it entirely, Cooper (1990) concludes that

the competitive situation is thought to have a low impact on success.

The sub-objective is to examine

'market potential and market competitiveness are directly
related to the success or failure of new food products launched onto

the Irish market'.

CONCEPTUAL FRAMEWORK OF NEW PRODUCT OUTCOMES

The relationship between the variables are depicted in the following
conceptual framework of new product outcomes. The framework is
based on previously proposed models and past research results, as well

as on other literature that proposes the factors that should be pertinent
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to success. It identifies sets of variables that could influence new

product outcomes.

Figure 4.1 : A Framework Of New Product Outcomes

| H Environmental Variables

M Controllable Variables

The framework postulates that new product outcomes (success or
failure) are determined from a synthesis of both controllable and
environmental variables. The controllable variables describe
characteristics of the firm, the new product process and its output,
whereas the environmental variables relate to the setting in which the

new product is launched.
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It is proposed that product advantage will stem from proficiently
completing the new product process, which involves a series of
activities that move the product from the idea stage through to the
launch. In addition, it is more likely to accrue if the firm builds on its
existing strengths, resources and skills (synergy) rather than seeking
new opportunities far removed from its experience. How these
activities are undertaken and the level of synergy involved are two sets
of variables that manifest themselves in the corporate environment.
The organisational structure and style will ensure that the necessary
management support, key individuals, communication and co-
ordination exist, in order that the new product process is carried out
efficiently. The firm's characteristics should guarantee that the
required financial resources are devoted to the project and enable the
marketing mix to be optimised. When the new product is developed
and launched, the interaction of these variables within the market
environment will influence its eventual outcome. The market
environment is determined by the level of competitiveness and
potential in the market. Thus, the combination of both controllable
and environmental variables will dictate the outcome of the new

product - either success or failure.

It must be noted, that the framework does not serve to identify all
those possible variables which could influence new product
performance. Rather, it concentrates on the salient features commonly
cited within the literature, in an attempt to discover the key factors that

differentiate between success and failure.

4.4 RESEARCH DESIGN

*Research design is the specification of procedures for collecting and analysing the data

necessary to help identify or react to a problem or opportunity’ (Tull and Hawkins 1987
p.26). It forms the framework of the entire research process and

therefore it is essential that it is devised appropriately. According to

105



Kinnear and Taylor (1991 p.135) 'a good design will make sure that the
information gathered is consistent with the study objectives and that the data are
collected by accurate and economical procedures'. It is apparent from the
literature, that of the various studies conducted, both quantitative and
gualitative research methods have been employed. In the case of
quantitative surveys, researchers tended to measure a variety of
variables relating to some of the factors expected to influence new
product development performance, isolating those factors specifically
associated with success. The qualitative studies apologists argue that
there is still not enough knowledge concerning the validity of the
quantitative methods and, therefore, encourage the adoption of
fundamental, grounded research to understand the dynamics properly.
Some studies incorporated a mixture of both techniques in an attempt
to overcome the limitations inherent in the quantitative approach.
For the purpose of this research, both methods were employed. The
rationale for choosing the methodology for this research and the limits
of the various techniques are discussed as the issues arise in the

various sections of this chapter (see Section 4.2 and 4.4).

4.4.1 The Exploratory Study

The first stage of the research involved conducting an exploratory
study into the topic to be examined. Exploratory designs are concerned
with identifying the real nature of research problems and of
formulating relevant hypotheses for later tests (Green and Tull 1986
p.21). The exploratory study was executed in the following manner

incorporating both secondary and primary research:
1. Literature Review

2. Industry Review

3. Consultation with Experts in the Field
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1. LITERATURE RFVTFW

The objective of the literature review was to obtain a basic
understanding of the patterns of performance and management
practices that result in successful new product development.
Research into this area concentrated on literature dealing with
definitions, characteristics and concepts of product innovation
(Chapter 2), and an in-depth investigation into the key factors essential
to new product success (Chapter 4). The nature of new product
development was then examined in greater detail (Chapter 3), in order
to fully comprehend those elements conducive to an efficient new
product development process. This review of the literature resulted in
a clarification of the problem being researched and an outline of the

objectives relevant to the research.

2. INDUSTRY REVIEW

The purpose of the industry review was to aid the comprehension of
the characteristics of, and future trends within, the industry so that any
results, conclusions and recommendations made, could be considered
in a realistic manner. This was achieved through the study of
secondary information sources, such as trade journals and
publications from semi-state industrial bodies, and in-depth interviews

with industry experts.

In-depth interviews were held with Michael Campbell (RGDATA),
Collette  O'Connor (Checkout) and Gary Mulhall (Food Ireland). The
interviews were informal and unstructured and investigated many

important points to be examined in the research.
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3. CONSULTATION WITH EXPERTS IN THF rteT D

Introductory Phase

This involved direct consultation with recognised experts in the field.
Professor John  Saunders (Loughborough University) and Professor
Susan Hart (Strathclyde University), who have conducted extensive
research in the area of product management and new product
development, generously offered advice and expertise. In particular,
guidance was sought pertaining to the nature of the products
(FMCG's) and industry (Food) being examined, as these have rarely
been the specific focus of any research investigation. In addition,
consultation was sought with a representative from Booz Allen and
Hamilton Inc., because the experience the company has gained from
conducting in-depth surveys in this area; Karen Easily provided
insight and recommendations for wundertaking this research. The
outcome of this stage resulted in many important issues being raised,

which were considered in the research.

Phase 1

Qualitative research techniques may be used to conduct a preliminary
exploration of an under-researched area, to sort and screen ideas as the
project progresses or to explore complex behaviour (O'Shaughnessy
1983 p.1-4). It was chosen for the purpose of this study because it is a
very valuable method of conducting research, as it allows for speed,
flexibility and economy when gathering data. Furthermore, although it
is subjective, it enables unique insights to be gained which direct

questioning is unable to obtain (Chisnall 1986 p.168).

Tull and Hawkins (1987 p.310-312) suggest three types of qualitative
research one can choose from in order to obtain the desired

information :-
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* Individual Depth Interviews
* Mini Group Interviews and

* Focus Group Interviews

In this research, individual depth interviewing was considered the
most appropriate method to use, taking into consideration the nature
of the information required, the amount of time needed to examine
the necessary information and the nature of the respondents

(professional people). Individual depth interviews may be defined as
‘an unstructured personal interview which uses extensive probing to get a single
respondent to talk freely and to express detailed beliefs and feelings on a topic’
(Kinnear and Taylor 1991 p.315)

The first step in conducting qualitative research is to discover ‘what
information is being sought and how insights derived will be used" (Axelrod 1975
p.10/11). Thus, the purpose of the individual depth interviews was to

generate information regarding :

1. The extent of new product development being undertaken by food
companies and the level of new product performance being achieved
on the Irish market. This also included the management practices, new
product processes, strategic orientation, new product structure and style
employed by the companies for the purpose of developing and

launching new products.

2. The key factors thought to influence new product success and failure

in the Irish food industry.

Three individual depth interviews were conducted with product
managers/buyers in wholesale companies. The purpose was to obtain
an objective view of the level of success or failure achieved by new
products, from people/companies not directly involved in their

development. This would eliminate the possibility of bias and over
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exaggeration of performance levels. The role of these companies as
distribution outlets for manufacturers ensured that insights could be
gained about the different types and amounts of new products being
launched onto the market as a whole. The interviews were conducted
in a non-directive manner and the respondents discussed the elected
topics. The normal length of an individual depth interview is 30-45
minutes, although it may extend to over an hour or more (Tull and
Hawkins 1987 p.310, Kinnear and Taylor 1991 p.315). Each interview

conducted lasted approximately one hour.

The wholesale companies were chosen from a list of relevant
companies from the trade literature. They were selected to represent a
reasonable cross-section of food products on the Irish market. The
interviews were held in the offices of the respective companies where
informal and spontaneous comments could be encouraged. The
interviewer followed a guide/list of points representing the themes of
interest to the research. The discussions were taped to preserve in full
the interview responses and a transcript was made. Analysis of the
content was conducted by examining comments made by respondents.
The individual depth interviews elicited the information required.
They also provided specific information regarding the most popular
types of new food products recently launched and the areas within the
food sector which have witnessed extensive growth, mainly fuelled by
new product development. An interesting point arose from the
discussion in relation to the level of success achieved by new food

products.

The general consensus was, that distributors have an equally
important role to play in ensuring the level of performance attained by
new products. Furthermore, the nature of the Irish market dictates
that many food products are developed by companies abroad and then
launched onto the Irish market. Therefore, the Irish products must

compete with imports in an attempt to achieve high levels of success.
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It was stressed that there has been major growth in new product
imports primarily because few Irish manufacturers have the necessary
economies of scale to invest in new product development. In addition,
Irish subsidiaries of multinational food companies depend on new
product development in the foreign subsidiaries and then tend to
import and adapt the products for the Irish market. Any evaluation of
new product success or failure in the Irish food market, must therefore
include an examination of those products developed both domestically
and abroad. For these reasons, it was felt that imported food products
must be included in the final research and thus the sample should

consist of both manufacturers and distributors.

Another important issue was raised, namely, that some food
companies are not actively involved in the development and
launching of new products particularly due to the decline or static
nature of certain sectors in the industry. Conversely, other sectors are
characterised by the level of growth over the past decade, which has
mainly been precipitated by new product development. Examples
include the convenience, ready meal, chilled and frozen food sectors.
Thus, it was felt important that a screening criteria be employed at the
sample selection stage, to ensure that respondent companies were
(actively) engaged in new product development and/or launching new
products on the Irish market. Partially as a result of the information
gathered from these individual depth interviews, it was considered
necessary to conduct another phase of qualitative research, to examine

further some of the issues raised by the interviews.

Phase 2

The next phase consisted of two individual depth interviews with
product managers in manufacturing and distribution food companies.
The companies were chosen from published lists in the trade literature

on the same basis as previously. The format of the interviews was
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conducted in the same manner as in Phase 1 and they were also held in

the offices of the respective companies.

The interviews served to verify the information obtained in the initial
phase of the research. In particular, it was noted that the new product
development process in some companies is frequently an informal
one, where certain activities are carried out in a casual manner with no
adherence to strict procedures or guidelines. Furthermore, some
activities are omitted altogether. This is also consistent with an
informal approach to the setting of new product strategy and
organisation structure and style in the company. However, where a
formal process was in operation, the activities completed were similar
to the stages outlined in the Booz Allen and Hamilton (1982)

taxonomy (see Section 4.4.2¢c).

In addition, the respondents reinforced the issue relating to the role
distributor companies play in influencing the outcome of new food
products on the Irish market. Also, it was suggested that over the past
decade, there has been a proliferation of Italian-style new food products
launched onto the Irish market, to take advantage of changes in
consumer trends. Products such as pizza, pasta and pasta sauce are
popular because they are convenient ready meals which are
manufactured in the form of ambient, frozen or chilled food products.
This has resulted in major growth for this sector of the market. It was
therefore considered that these types of products should be used as
screening criteria for selecting the sample, as it should guarantee that
respondent companies have been involved in the development and

launch of new food products.

Both phases of the qualitative research elicited perceived factors that
contributed to the outcome of new food products and which had to be
considered when designing the questionnaire. It was deemed

necessary, based on the information gathered at both phases, that two
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separate questionnaires would have to be formulated for the
manufacturers and distributors respectively. This is because certain
issues which were relevant to one group were found to be
inappropriate to the other, although many common themes were
identified. Thus, the information gathered from the individual depth
interviews provided an extremely useful basis on which to construct

the sample and develop the questionnaire.

4.42 Conclusive Research

Quantitative research techniques attempt to obtain answers to
relatively structured questions from a reasonably representative set of
respondents. Questionnaires form the basis of quantitative research.
Although they have practical limitations as they are expensive, time-
consuming and restrictive in the depth and number of questions
which may be asked, they nevertheless provide factual information
which may be easily analysed by computerised techniques. This results

in speed and efficiency (Marketing Success 1990 p.2).

Three alternative quantitative research techniques exist in order to
gather the required data - namely personal, telephone and mail
interviews. After careful consideration of the advantages and
disadvantages of each method and bearing in mind the research
objectives, it was concluded that the most appropriate method for
conducting this part of the research would be through personal
interviews by means of a structured direct questionnaire. This type of
guestionnaire format was used in keeping with the majority of new
product success and failure studies, in order to facilitate comparison of
results. Mail interviews are favoured in the literature, although not
exclusively. The size of the industry in Ireland, coupled with the level
of non response rate inherent in mail surveys, rendered it impractical

for this research. Therefore, personal interviews were chosen.
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A. PERSONAL INTF.RVTFW

This method was chosen because it allowed for; a degree of versatility
in order that explanation and clarification of complex questions could
be achieved; the use of a visual presentation of the rating scale, which
facilitated the respondents comprehension of the questions asked and;
ease in gathering an extensive amount of data which was required for
the research. In addition, it was the most cost-efficient and time-saving
method of interviewing respondents and it was felt that more accurate
responses could be obtained. Furthermore, personal interviews require
less effort from the respondent and this was conducive to the quantity
of information needed. Finally, it was anticipated that each interview
would take approximately one and a half hours and this method was

best suited for interviews of that length.

B. QUESTIONNAIRE DESIGN

A sound questionnaire requires applying relevant principles, a clear concept of the
needed information and thorough pretesting® (Tull and Hawkins 1987 p.236). Two
separate questionnaires were devised for the manufacturer and
distributor respondents, using the same format. Certain questions
which were not commonly applicable to both types of respondents
were omitted from the relevant questionnaires. The questionnaires
were designed in such a way as to facilitate the achievement of the
research objectives. The information obtained from the literature
review and the individual depth interviews also formed the basis of
the questionnaires. A structured direct format was chosen, as it allowed
for a series of formal questions designed to attract answers of a limited
response. This, in turn, resulted in ease of administration and ensured
a considerable amount of data could be collected within a limited time
frame. This type of questionnaire facilitates data processing, thus

enabling statistical analysis to be carried out on the data.
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Section 1

Two questionnaires were designed in three sections for the data
collection. The first part allowed identification of the number of
products launched, the level of performance achieved over a given
period of time and the number of planned introductions in the future.
Respondents were asked to recall the set of new products launched
over the past five years and indicate how many succeeded or failed.
There are some inherent drawbacks with this survey technique, in

particular the research is based on memory subjectively interpreted.

Different company personnel may have various opinions as to
whether established goals and objectives were achieved. In addition, a
biased weighting may accrue to the earlier products, as they have had a
longer time to achieve some degree of success. However, this is a
limitation applicable to all the methods available for evaluating
performance. It was initially intended that this method would be
combined with shelf studies and industry sales tabulations, so that the
limitations of the individual methods could be overcome. Shelf
studies require examining a listing of new products from a retail audit,
trade price-book or company catalogue (Crawford 1979 p.10), to indicate
when the new products were placed on the shelf for sale. A review of
the same source several years later should determine how many are
still evident and therefore successful, or alternatively, how many have
disappeared and thus failed. The main drawback of this technique
relates to the methodological issue of whether disappearance correlates
with failure and if continued presence equates with success.
Respondents were requested to supply the necessary listings during the

interview.

The use of industry sales tabulations involves investigating all new
entries cited in the industry sales data (Crawford 1979 p.10). The results

are then measured against a standard, for example one percent of
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industry sales, and success is determined. However, this method
proved difficult to employ as it relies on publicly available data which
was insufficient in relation to the Irish food industry. Therefore, the
other two measurement techniques were chosen instead. By using a
combination of both approaches, it would ensure that where the
company deemed a product to be a success/failure, it could be verified

against the results of the shelf studies.

Section 2

The second part of the questionnaires investigated management
practices. In addition, the respondent was asked to select a new product
pair, one success and one failure, from within the firm and observing
the following criteria:-

* they were developed for the same or related markets

* they were developed no more than five years apart
The new product pair were then examined in relation to certain
management practices, in an attempt to determine if the same or

different approaches were used for both products.

Section 3

The final section of the questionnaires involved a comparison of the
new product pair against a list of key variables identified in the
literature as determinants of success and failure. The variables used to
describe the characterisation of each new product pair were derived
from studies of different industries, markets, firm locations and time
periods. They also incorporated the common themes identified in the
literature review and which were used to formulate the objectives and
design the framework of new product outcomes. It was anticipated that
some of the factors cited in past studies would not be relevant taking
into consideration the nature of the industry (Food) and the specific

market (Irish) being researched. Therefore the list of variables had to be
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refined, to ensure that they were relevant to the research.

The procedure employed involved detailing all the results of the
various studies, isolating variables from the list of identified factors,
identifying those pertinent to industrial research and the addition of
other variables relating to manufacturer and distributor companies. In
addition, some variables described in the various studies were
essentially the same or aspects of the same variable although different
labels may have been used. In order to overcome repetition, only one
main variable was used in the questionnaire with the others being
cited as examples for ease of interpretation and clarification. For
example, the variable "product offered unique benefits" was frequently
cited as a key success factor. Other authors identified that unigueness
may stem from quality, price advantage, superiority, technology and
new/unique task. Therefore, these descriptions were provided as
examples of the way in which uniqueness may occur, while the
respondent was only asked to rate the main variable. This resulted in a
composite index of success and failure variables. Variables were
measured by presenting a phrase or sentence and requesting the
manager to indicate whether the description applied to the product
project (agree/disagree 0 to 10 scales). The diagram on the next page
shows the refining procedure which was undertaken when designing

the questionnaire.

The respondents were also asked to rate new product performance in
terms of whether objectives were achieved and to identify any
additional variables they considered important which were not

contained within the list.
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Figure 4.2 : Questionnaire Design

G DEFINITIONS EMPLOYED IN THE RESEARCH

As noted by Cooper (1979), many of the studies carried out on the topic
of new product development have been characterised by a lack of
operational definitions. Therefore, in the design of the questionnaire,
it is imperative to devise operational definitions of the concepts used
in order to ensure clarity for the respondent. Each definition was

discussed in detail with the respondent to facilitate comprehension.

WHAT IS A NEW PRODUCT?

Based on the information obtained from the individual depth
interviews, definitions of the different types of new products were

presented in accordance with the Booz Allen and Hamilton (1982)
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taxonomy. The respondent was provided with a card detailing the

following definitions and a brief discussion followed.

New to the World Products - these are typically the first of their

kind and create an entirely new market.

New Product Lines - these products are new to a particular firm,
although they may not be new to the marketplace. They enable a

company to enter an established market for the first time.

Additions to Existing Product Lines - these are new products that

supplement a company's established product lines.

Improvements and Revisions To Existing Products - these are
new products that provide improved performance or greater

perceived value and replace existing products in a firm's product

line.

Repositionings - essentially new applications for existing

products which are targeted to new markets or market segments.

Cost Reductions - new products that provide similar

performance and benefits at a lower cost.

WHEN IS A NEW PRODUCT BORN ?

According to Crawford (1987 p.21), until an innovation is complete,
any assessment of success or failure only measures part of the overall
innovation process. Thus, products that have been launched onto the
market in order to test their viability, cannot be considered. In
addition, ideas in the process of development are not finished
products. If one wants to evaluate a firm's product innovation

performance, one should evaluate finished output; that is products
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which have been launched and marketed. If management considers
test marketing part of the development process, then failure should be
assessed after test marketing. Therefore, respondents were asked to
evaluate a new product pair which had completed the test marketing

stage and had been launched onto the market.

WHAT CONSTITUTES SUCCESS OR FAILURE?

In order for the research to be carried out in a consistent manner, a
standard definition of success and failure must be presented to the
respondent so that each product may be measured in the same way. As
this will have a significant effect on the overall results, two definitions
were provided. There is no commonly agreed definition of success or
failure within the literature. Based on available suggestions a general
measure was chosen which allowed the respondent freedom to
evaluate the products from the firm's point of view. A new product
was considered a success if it "'met management's original expectationsfor it in all
important respects’. Conversely, a new product was taken to have been a
failure if 'in some important respect, it failed to meet managements original
expectations for it'. Managers were asked to select products that were

clear-cut successes and failures.

D. PILOT SURVEY

A pilot survey was undertaken to pre-test the questionnaires and the
composite index of success and failure variables, in order to discover
any problems which may have been overlooked. Chisnall (1986 p.115)

observes that it is ‘vitally important to make sure that the questionnaire is pilot-
tested through all the stages of its development. This calls for patient attention to
detail, so that the questionnaire used in the final survey contains questions which are
specific, clearly understandable, capable of being answered by the particular

population andfreefrom bias".
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It was decided that the questionnaire should be reviewed by two
industry experts who have extensive experience and worked closely
with companies in the Irish food industry. Mr Barry Egan (Irish Trade
Board) was chosen for his expertise and involvement with food
companies who export their products abroad. He also co-ordinates the
Annual Irish food Exhibition and works in close association with the
many exhibitor companies. Mr Cathal Cowan (National Food Centre,
Teagasc) is a consultant in the food marketing department of the
National Food Centre. His role is to assist with the marketing of new
food products developed at the centre. Coupled with this, he has also
conducted research on new product development in the industry and
it was felt that his knowledge and expertise would be beneficial. In
addition, two firms were selected for the pilot study, to represent both a
manufacturer and distributor company. The respondents were chosen
from the two companies who had participated in the individual depth
studies in phase two. They were selected from the product departments
in the respective companies, although neither were previously
involved in the depth-interviews, nor were they included in the final

survey.

A number of salient points were raised during the pilot survey.
Respondents were asked to choose both a successful and failed product
and answer questions in relation to each. It was found that they were
loth to discuss the failed product because of the negative connotations
it implied. However, describing the product 'unsuccessful' as opposed
to 'failed’, alleviated the problem somewhat, and responses were more
forthcoming. In addition, respondents were reluctant to divulge
specific financial information, especially in relation to the quantifiable
measures of success and failure. This was primarily due to the
sensitive nature of the information and also because in some cases, the
information was neither readily accessible or available. Thus,
respondents were requested to rate the degree of commercial success

(or failure) of the product, using a scale of agreement.
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It was also discovered that employing a ten point anchored scale for
rating the new product pair resulted in confusion, because respondents
found it difficult to differentiate along such an extensive range.
Instead, the scale was reduced to five points. Coupled with this, to
facilitate ease of response, it was found more appropriate to allow the
respondent to hold the first two sections of the questionnaire, whilst
the final section was not shown to the respondent but simply read out.
In addition, the respondent was shown a rate card from which to
choose their reply. Furthermore, a few of the variables used in the final
part of the questionnaire were further refined because they were

deemed irrelevant.

Problems were experienced in relation to the shelf study, namely, that
the information was unavailable or insufficient. Failure to receive the
necessary information from just one respondent would result in
measurement and comparison difficulties with the rest of the sample.
It was therefore decided to omit this procedure from the study and to
gather the information using the survey approach. The drawback of
this technique, in relation to problems of memory, were overcome
where possible by requesting documented evidence from management
information systems in the company. It was also found that
respondents could not specify the amount of new product
introductions over the next five years, because, very often, plans were
only devised for the following year. Therefore, the question was
adapted accordingly. The amount of time required to complete the
questionnaire was approximately one and a half hours and taking into
consideration the length of the questionnaire, it was decided to allow
for a short break between the second and third sections. This was to
ensure that respondent fatigue did not occur. Finally, minor wording
and sequence flaws were also rectified at this stage. Another small pre-
test was carried out on the new draft and proved satisfactory. It should
be noted that the questionnaires in Appendix B are revised from the

original draft.
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E. FINAL QUESTIONNAIRES

The final questionnaires consisted of three parts. Pre-coded questions
were used to facilitate ease of coding, recording and analysis of results.
However, in some questions there was a category labelled 'other, please
specify'. This was included to allow for the recording of a response that
was not already pre-coded. A brief summation is given of the questions
asked, relevant to each objective. The complete questionnaires are

included in Appendix B.

MAIN OBTECTTVF.

The main objective relates to the identification of differences in the
development and launch of new food products, which affects their

outcome on the market.

OBTECTTVE 1

Key objective 1 of the research was to identify a profile of companies
launching new food products on the Irish market and to determine if
differences exist in the management practices of companies developing
and launching new food products on the Irish market which results in
their success or failure. This objective was subdivided into eight parts
and therefore different questions were asked in relation to different

sub-objectives.

SECTION 1

Sub-objective la

Questions 1 and 2 examined the level of performance achieved by new
products in the marketplace. Specifically, they determined how many
different types of new products the company had launched over the

past five years, how many succeeded and failed, and the number of
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planned introductions over the next year.

SECTION 2

Sub-objective Ib

Questions 3 and 4 were included to ascertain the strategic business
requirements expected of the new products. The former question
investigated the most important strategic role the successful and
unsuccessful products were expected to play, while the latter examined
the percentage of total company sales and profits generated by new
products. In addition, question 5 examined whether the cost of
introducing new products has increased or decreased over the past five
years. Question 6 asked respondents what criteria were used to

measure new product performance.

Sub-objective Ic

Questions 7 and 8 were designed to investigate the impact both
internal and external factors could have on the future introduction of
new products by the companies. In relation to the external factors, the
respondents were asked in question 7 to indicate whether certain
factors would cause them to introduce more, the same amount or
fewer new products. Question 8 required the respondents to rate the
likelihood of specific internal obstacles impeding the development and
introduction of new products in the future. Thus, a four point scale

was included, from very likely to very unlikely to impede.

Sub-objective Id

Questions 9, 10, 11 and 12 examined the general new product processes
employed in the company. Questions 9 and 10 investigated the type of
processes in operation to determine if it was a formal or informal one
and whether the stages were carried out sequentially or
simultaneously. Question 11 was included to determine whether the

level of expenditure varied at different stages for the successful and
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unsuccessful product. In relation to the manufacturers, question 12
ascertained whether there was any change in top management support
during the process. For the distributors, question 12 identified whether
they had been involved in the development of new products with the
manufacturers. Specific information was then sought, in relation to
the amount of new product ideas the respondents considered when
developing or distributing new products. In particular, question 13
examined how many new product ideas are generally considered and
the amount which were considered for the most successful and failed
product. Question 14 aimed to determine whether there has been any
increase or decrease in the number of new product ideas considered
over the past five years and, more specifically, the reasons for this. In
addition, respondents were asked whether they expect the number of

new product ideas to increase or decrease in the future.

Sub-objective le

In order to ascertain the strategic orientation of the food companies,
guestion 15 examined if the company has a strategic plan which takes
cognisance of new products. In relation to this topic, two questions
were specifically included for the manufacturers, but were omitted on
the distributors' questionnaire. The purpose of question 16 and 17 was
to determine whether manufacturers were committed to growth
through the development of new products and what approach was
employed to achieve this. Finally, questions 16 and 17 (distributors), 18
and 19 (manufacturers), sought to identify if specific strategic new
product objectives were established by the company and the stages
completed in the formulation of new product strategy, for the

particular product projects (successful and failed).

Sub-objective If
The next few questions were designed to investigate the new product
structure and style within the company. However taking into

consideration differences in the nature of respondents - namely
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manufacturers and distributors, individual questions were formulated.
In relation to the manufacturers, questions 20, 21 and 22 examined the
type of new product structure existing in the company, the presence of

a product champion and senior new product manager.

In the distributor questionnaire, questions 18, 19, 20 and 21 investigated
whether any increased emphasis is placed on distributing new
products, whether any particular person distributes only new products,
whether joint advertising and promotion is conducted with the
manufacturer, and the degree of product exclusiveness in the

company.

Sub-objective Ig

In order to determine the level of resources and skills within the
company, the final questions required respondents to rate the company
in relation to domestic competition, on a scale of +5 to -5 where +5 was
extremely good and -5 extremely bad. Another purpose of this

question, was to identify its effect on new product success and failure.

OBTECTTVE 2

Key objective 2 of the research was to determine if different
controllable and environmental factors exist in relation to companies
developing and launching new food products on the Irish market,
which ultimately results in their success or failure. This objective was
subdivided into six sub-objectives and encapsulates all the variables
relating to the key success and failure factors. It consists of thirteen
parts for the manufacturers and twelve parts for the distributors, each
relating to a set of statements which measure the influence of certain
variables, on the outcome of new products. Respondents were asked to
indicate their level of agreement in relation to a successful and failed
product, on a five point scale ranging from strongly disagree to strongly

agree. Success was operationally defined as the new product met
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managements' original expectations for it, in all important respects.
Conversely a product was considered a failure if, in some important
respect, it failed to meet management's original expectations for it. It is
important to note that some variables were specifically related to
manufacturers and thus omitted from the distributors questionnaire,
whilst the reverse also occurred. The following list denotes those
sections of the questionnaires pertinent to the research objectives and

is specified in relation to both the manufacturers and distributors.

SECTION 3

Sub-objective 2A - Product Advantage

Sub-objective 2B - Proficiency of activities;
Protocol
Proficiency of predevelopment activities
Proficiency of market related activities

Proficiency of technological activities

Sub-objective 2C - Synergy;
Marketing synergy
Technological Synergy

Product range synergy

Sub-objective 2D - Organisational structure and style;
Organisational structure and style
Top management support

Distributor support
Sub-objective 2E - Firm characteristics;

Finance

Marketing Mix

127



Sub-objective 2F - Market Characteristics
Market Potential

Market competitiveness

F. SAMPLING PROCEDURE

According to Chisnall (1986 p.85) ‘sample design is an integral part of the total
research design and contributes significantly to its integrity. The success of research

surveys rests largely on the quality of the sampling, and great care is needed at every
stage in the development of suitable samples'. The following is an explanation
of the way in which the sample was chosen for the purpose of this

research.

DEFINITION OF THE POPULATION

The population to be investigated consisted of both manufacturer and
distributor food companies, developing and launching new products
on the Irish market. There were numerous reasons for incorporating

distributors in the research.

Firstly, most studies concentrating on successful new product
development have traditionally focused on manufacturers, with
minor or no attention being paid to the role played by distributors in
new product outcomes. Link (1987 p.114/5) in his recent study,
identified additional reasons for success given by respondents, which
highlighted the importance of the supplier and distribution channels.
Secondly, the very size and nature of the Irish food industry dictates
that a large portion of food products are imported from abroad. In
addition, most Irish manufacturers lack the necessary economies of
scale to develop new products and therefore it is implied that the
industry is dependant on imports for new products. Finally, results
from the individual depth studies (Phase 1 and 2) confirmed the

importance of distributors in the Irish food market and thus it was
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deemed essential that they be included in the sample population.

Overall, this population was chosen because there have been relatively
few studies concentrating on new product development in the Irish
food industry. Many recent reports (IDA 1987, PA Consulting Group
1992, Expert Group 1993) have outlined the importance of this industry
to the Irish economy, and specifically the necessity of future new
product development, if Ireland is to attain a sustainable competitive
advantage. Therefore, it was decided to examine manufacturers and
distributors in the food industry, in an attempt to discover if key factors
existed, relating to the success and failure of new products. This would
enable the compilation of prescriptive guidelines for companies

wishing to develop and launch new food products in the future.

SPECIFICATION OF THE SAMPLING FRAME

The sampling frame is a means of representing elements of the
population (Tull and Hawkins 1987 p.372). It generally consists of a list
of population members from which a sample can be selected. In order
to select a sample for this research, the sample frame chosen consisted
of a combination of lists detailing food companies in operation in
Ireland. It was necessary to consult a number of lists due to the lack of
availability of one comprehensive list of all manufacturers and
distributors in the industry. A list was compiled from the following
directories and lists:- Kompass Directory, Dun and Bradstreet, I.D.A.,
The Golden Pages, Retail News Directory, Today's Grocer and
Checkout.

THE SAMPLING UNIT

This is the basic unit containing the elements of the population to be
sampled. The sampling unit selected is often dependant on the

sampling frame. In this study, the sampling frame consisted of a list of
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all food companies operating in the Irish market. The sampling unit
comprised of only those companies who had manufactured or
distributed pasta, pasta sauce or pizza products. The rationale for
choosing this specific sampling unit is as follows: Most of the previous
authors investigating new product development compiled their
samples based on firms known to be active in product development,
and were able to obtain this information from existing lists. There is a
noticeable lack of such information pertaining to the Irish food
industry and therefore, an alternative approach had to be taken. Based
on consultation with industry experts and the information gathered
from the individual depth interviews, it was suggested that firms
could be deemed active in product development if they manufactured
or distributed pasta, pasta sauce or pizza products. This was primarily
due to the fact that those types of products are recent additions on the
food market and, therefore, any company involved in their
manufacture or distribution would at a recent time/stage, have

launched them as new products.

In addition, various reports on the food industry have highlighted the
importance of secondary processingZconsumer food products as a
viable potential for future growth. Coupled with this, new product
development was stressed as a necessary requirement, specifically in
relation to those types of food products. Thus, it was considered that it
would be beneficial to examine the key success and failure factors
experienced by firms presently developing and launching those type of
products. This would enable any weaknesses to be identified, while
simultaneously providing guidelines for companies who wish to

develop similar products in the future.

The author recognises that the key factors identified, based on this
screening criteria, may not be the same for other types of food products.
It must be noted though, that specifying companies involved with

pasta, pasta sauce and pizza products was only used as a screening
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criteria in order to identify firms active in product development. The
respondent was allowed the freedom to choose any product that was
deemed an unmistakable success or failure for the purpose of the
research. The sampling unit was identified from the sample frame

previously mentioned, using the following lists:

1. Kompass Directory 1992, Kompass Food and Packaging 1991.

The Kompass Directories provide company listings based on product
line (pasta, pizza and sauce), nature of the business (manufacturer,
agent or distributor) and number employed. The most recent accessible
Kompass food and packaging directory (1991) was initially consulted
and a number of food companies were identified. In addition the
overall Kompass Directory was reviewed in order to ascertain any new
companies not specified in the earlier directory. This reference point

resulted in a list of fifty food companies.

2. Dun and Bradstreet - The Million Dollar Directory 1991/1992.

Dun and Bradstreet provide a directory of companies operating in
Ireland and detail similar information to that provided by Kompass.
An examination of this directory also identified a list of fifty
companies, although most were found on the original Kompass list.

Only an additional ten new companies were identified.

3. An Bord Trachtala:- Food Ireland - Food and Drink

Products Export-Directory 1992, Food Ireland - Market Opportunities
1988 - 1992, IFEX Trade Catalogue - Buyers, Distributors and
Manufacturers 1992.

An Bord Trachtala supply a list of Irish food and drink (Export)
companies on the basis of product type, uses, brand names, contact
names and numbers employed. Furthermore, they recently compiled a
report on market opportunities in the Irish food industry and provided
a list of those companies serving specific areas within the industry. In

addition, they compile a trade catalogue of those firms represented in
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the annual Irish Food Exhibition. An examination of these lists
resulted in an additional thirteen companies, which had not

previously been identified.

4. IDA Alphabetical list of food processing companies in Ireland -
Consumer food and drink.

The IDA provides a list of consumer food and drink processing
companies in lIreland, coupled with contact names, addresses, product
type and employment indication. A review of this list failed to elicit

any additional firms that had not previously been identified.

5. The Golden Pages Telephone Directory 1991-1992.

This was used as a checklist to examine any remainder qualifying firms
that had not been discovered from the other sources. It involved a
compilation of the different area telephone directories and focused on
food processing and food product firms. An inherent drawback of this
reference point lies in the fact that the information does not provide a
list of product types. Originally, ninety-four food firms were identified,

of whom seventeen were not on other lists.

6. Trade Literature - Retail News Directory 1992, Today's Grocer Retail
Directory 1992. Checkout Year Book and Buyer’s Guide 1992.

On an annual basis, certain trade publications provide a list of food
manufacturer and distributor companies, detailing their names,
addresses, contact personnel and brand index. However, no new food

firms were identified.

SAMPLING METHOD

A variety of alternative methods exist for devising a sample, although
it is usually only undertaken when time and financial constraints
prohibit a census being taken. However, because the final list of firms

obtained was relatively small, it was possible to construct a census of all
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firms manufacturing and distributing pasta, pasta sauce and pizza
products. Thus, every company on the list was included in the

research.

Wentz (1985 p.357) states that such a survey, whereby the whole
population is sampled, is frequently employed where the population is
relatively small and can be easily identified and located. These two
characteristics were present in this case. The final list was obtained by
telephoning all those companies cited in the lists previously
mentioned and identifying if they were manufacturers or distributors,
whether they supplied any of the relevant products and the name of
the brand or product manager. Thus, the initial amount of companies
was reduced to a list consisting of forty six firms, 21 manufacturers and
25 distributors. In order to verify that no potential companies were
omitted from the final list, certain experts within the industry were
contacted and asked to review the list to ensure it was comprehensive.
These experts were chosen based on their acquired knowledge and
experience obtained through close work in the industry. A number of

experts were identified and the following chose to participate:-

Mr Cathal Cowan - National Food Centre, Teagasc

Mr Barry Egan - Irish Trade Board

Mr. Michael Campbell - RGDATA

Mr. Tony Coleman - Food lIreland, Retail News

Ms. Carmel Murphy - Food Product Development Centre, Cathal
Brugha St.

Each of the experts confirmed that to their knowledge, the final list was
comprehensive. However, one alteration had to be made, because it
was identified that during the last year, two of the firms had
amalgamated and thus the final number of firms included in the
census was forty five. The formulation of the census was conducted in

various stages.
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STAGE 1 All lists pertaining to companies within the Irish food

industry were obtained.

STAGE 2 The lists were refined so that duplication did not occur

and one list was devised of the food companies.

STAGE 3 The list was further refined to identify manufacturers and

distributors.

STAGE 4 A screening procedure was undertaken to elicit a census
containing only those companies developing and
supplying pasta, pasta sauce and pizza products.

The following is an illustration of the method employed to obtain the

final census.

Figure 4.3 . Construction of the Census

Stage 1 Kompass Dun & Bradstreet Irish Trade I.D.A Golden Trade

Board Pages Lit.
Stage 2 List Of All Companies In Food Industry
Stage 3 Manufacturers Distributors

Stage 4 Pasta Sauce Pizza



4.5 FIELD WORK IMP! FMENTATIQN

A preliminary letter of notification was dispatched to the
product/brand managers of the forty-five firms in the census. In some
cases, due to the size of the firms, there were no product/brand
managers and therefore the letters were sent to the managing directors
(see AppendixC). The letter offered a brief description of the study and
its objective. In addition, the respondents were informed that the
results would be made available on request. This offer was included as
an incentive to participate in the research. Finally, promises of
safeguards of anonymity were made stating that results obtained from
the research would remain in the strictest confidence. It has generally
been regarded for mail surveys that offering safeguards of this nature
encourages higher levels of response, as respondents are less likely to
fear potential repercussions (Will and Linda 1975 p.250 - 254). It was
thought appropriate for this research (even though it was conducted by
personal interview), because of the size of the industry, respondents

would be reluctant to divulge certain information.

One week after the preliminary notification, the respondents were
contacted by telephone to arrange a date for conducting the interview.
Eleven firms were unable to participate due to time constraints and an
additional five firms, citing the same reason, requested that the
questionnaire be posted to them. However, it was decided not to do
this to ensure that the responses remained free from bias of this
nature. Thus, twenty-nine questionnaires were administered by
personal interview and this ensured that any queries respondents had,
could be answered immediately. If one takes into consideration the fact
that the total census consisted of forty-five firms, then a response rate
of twenty-nine firms ensured that a high proportion (65%) of the
relevant population participated in the research. Table 4.1 denotes the

composition of the final sample of respondents.
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Table 4.1 Sample Grid

Type Of Company Number Of Respondents

Manufacturer 12
Distributor 17
Total 29
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Chapter 5

Analysis of Patterns of Performance
and Management Practices



5.1 INTRODUCTION

The overall objective of this research is to ascertain whether
differences exist in the development of new food products launched
onto the Irish market, which ultimately result in their success or
failure. In order to determine this, two key objectives were formulated,
each of which had several sub-objectives

Objective 1. Patterns of performance and management practices

Objective 2: Key success and failure factors

This chapter presents the findings in relation to patterns of
performance and management practices. The objective is to identify a
profile of companies launching new food products on the Irish market
and to determine if differences exist in the management practices of
companies developing and launching new food products on the Irish

market which results in their success or failure.

This area has a number of sub-objectives which are examined under
the following categories:

~Namount of new products launched, successful and planned,

*strategic business requirements,

~impact of internal and external factors,

*the new product process,

Astrategic orientation,

*new product structure and style and,

*the level of company resources and skills.

In addition, it investigates whether differences in relation to company
ownership, type of company and company size affect the outcome of
new food products. The separate findings under each sub-objective are

first presented and then considered in light of the first key objective.
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The analysed data is presented in graphic and narrative form. The data
collected was coded and then analysed using an SPSSX package. This
system was chosen because of its package quality. In presenting the
data, tests of statistical significance are not included because the size of
the industry precludes statistical tests on many sub-categories. In
particular, the sample size of this research (twenty-nine companies)
severely limits the type of analysis that may be conducted. A more
intuitive approach, examining the absolute differences in frequency
observations was therefore adopted. Again, notwithstanding the small
population size and following recognised acceptable practice,
percentages are used throughout to facilitate comparisons when

identifying numbers of companies.

However, the reader should note that the perspective you get in
relation to percentages might appear to be misleading given the small
size of the sector. Therefore it is important to remember that any
analysis relating to the number of companies in the research is based
on a sample size of twenty-nine companies and thus only tentative
observations are drawn. Furthermore, where there are multi-category
breakdowns, the percentages may appear to accenuate the differences.
At any stage where this occurs, the reader will be reminded of the
small sample size. However, as the majority of the analysis relates to
the number of products launched over the past five years, which is
substantially higher (3440 products), it was thought best to use
percentages. Irrespective of this, the author believes this analysis will
show salient factors in new product development in the Irish food

industry.

5.2 PROFILE OF RESPONDENTS

The results of twenty-nine valid questionnaires were analysed. The

breakdown of respondents was as follows :
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Table 5.1 Profile of Respondents

Main Line of Business Manufacturer Distributor
N= 12 17
41% 59%
Company Ownership Domestic Foreign
N= 21 8
72.4% 27.6%
Number of Employees Small (1-50) Medium (51-100) Large (101+)
1 N= 16 5 8
55.2% 17.2% 27.6%

53 AMOUNT OF NEW PRODUCTS LAUNCHED. SUCCESSFUL
AND PLANNED - Sub-objective 1A

Sub-objective 1A is to determine the amount of different types of new
food products launched by companies on the Irish market over the past
five years and to guage the level of success and failure achieved.

Coupled with this, to identify the amount of planned introductions in

the future.
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5.3.1 AMOUNT OF NF.W PRODUCTS TAIINCHED

Figure 5.1 Amount of New Products Launched over the past Five

Years

Type Of New Product

0
%o | New to World Products

I New Product Lines
O Additions

O Improvements

| Repositionings

B Cost Reductions

Amount Launched

The results of the research indicate that a company's typical new
product program includes a mixture of different types of new products.
On average, 688 new products were launched per annum over the past
five years, which is approximately twenty-four per company. Additions
to existing product lines and improvements or revisions to existing
products have accounted for 66% of all new products introduced.
Furthermore, almost one-third of all new product introductions stem
from new product lines. It is evident that companies preferred to
develop and launch less innovative new products over the past five

years and thus concentrated on additions and improvements.

All of the respondents had launched at least three new product lines
over the past five years while none of them had launched any new to
the world products. In addition, 75% of respondents did not launch
cost reductions, 55% did not launch repositionings, 14% did not launch
improvements and 3% did not launch any additions. It appears that

the majority of companies are reluctant to launch repositionings and
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cost reductions, which require little or no innovation and also refrain
from launching truly innovative products, such as 'new to the world’
products. Instead, they appear to balance the level of innovation by
concentrating .on new product lines, additions and

improvements/revisions to existing product lines.

Figure 52 Amount of New Products Launched by Company

Ownership
Type Of New Product
DU
fD
>0 B New to World Products
B New Prod. Lines
H Additions
cn O Improvements
B Repositionings
B Cost Red.
Irish Foreign
(n=1926) (n=1517)

The above figure shows that Irish companies launch substantially
more new product lines than foreign owned companies, whereas
foreign companies launch more additions to existing product lines.
This may well indicate that Irish companies are somewhat more
innovative than their foreign counterparts. Overall, though, 96% of all
products launched by domestic companies consist of new product lines,
additions and improvements. This is very similar to foreign
companies, where 97.5%. of all products launched consist of these types

of products.
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Figure 5.3 Amount of New Products Launched by Type of Company
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The results indicate that 77% of all products launched by distributors

Distributor

(n=2756)

are new product

compared with 36% for manufacturers. This would suggest that while
distributors launch more innovative products than manufacturers, the

majority of products launched by manufacturers are improvements to

existing products (59%).

Type of Product
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Additions
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Figure 5.4 Amount of New Products Launched by Size of Company
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The findings show that large companies launch a greater proportion of
more innovative new products, such as new product lines than small
and medium sized companies, whilst medium companies launch a
substantially greater proportion of additions and small companies

launch more repositionings and cost reductions.

5.3.2 AMOUNT OF NEW PRODUCTS SUCCESSFUL

Figure 5.5 Amount Of New Products Successful

Type of New Product

TOO

I New Product Lines
H Additions

O Improvements

0O Repositionings

| Cost Reductions

Amount Successful

The results indicate that overall, companies achieved the greatest level
of success with cost reductions, improvements/revisions to existing
product lines and repositionings, closely followed by additions to
existing product lines. It appears from the above figure that the less
innovative the new product, the higher level of success attained. For
example, improvements, repositionings and cost reductions require
little change in the development of new products, compared with new
product lines and additions to existing lines, yet they achieved the
highest levels of success. However, it is surprising to note that these
three types of new products consisted of the lowest amount of new
products launched over the past five years (Figure 5.1). On average

though, 85% of all new products were successful.
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Figure 5.6 Amount of New Products Successful by Company

Ownership
Type of Product
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Additions

New Product
Lines
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On average, the level of success achieved overall by Irish companies
(84%) is very similar to that of foreign companies (87%). The above
figure shows that Irish companies achieve a higher success rate with
additions to existing product lines and new product lines than foreign
companies, which account for 65% of all new products launched by
them. Foreign companies have a better success rate with
improvements, repositionings and cost reductions and these account
for 27% of all new product introductions. Therefore, on a competitive
level, Irish companies appear to capitalise more on their strengths

compared with their foreign counterparts.

It can be noted that although improvements, repositionings and cost
reductions constitute the highest level of success for both types of
companies, they only account for 35% of all new products launched by
Irish companies and 27% of all new products launched by foreign

companies.
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Figure 5.7 Amount of New Products Successful by Type of Company

Type of Product
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It is evident from the above figure that manufacturers achieve a
substantially higher level of success with additions to existing product
lines than distributors, while they also achieve a slightly higher level
of performance with new product lines and cost reductions. These
three types of products account for 79% of all new products launched by
manufacturers. Conversely, distributors attain higher levels of success
with improvements and repositionings and these constitute 21% of all
new products launched by them. This suggests that manufacturers
appear to capitalise more on their competitive strengths in contrast to
the distributors. Overall though, their average success level is very
similar with distributors achieving 84% success and manufacturers

86% success.

A comparison of this figure with figure 5.3 shows that manufacturers
launched a substantially higher amount of those products (82%) in
which they achieved the greatest level of success, compared to
distributors who only launched 23% of those products, in which they

achieved the greatest level of success.
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Table 5.2 Amount of New Products Successful by Company Size

Type Of Product Small Medium Large
New Product Lines 67% 52% 68%
Additions to Existing Product Lines 86% 72% 78%
Improvements/Revisions 87% 96% 95%
Repositionings 91% 50% 100%
Cost Reductions 100% 80% 100%

The findings show that, on average, large companies achieve the
highest overall rate of new product success (88%) closely followed by
small companies (86%). However, medium sized companies achieve a

much lower overall rate of new product success (70%).

On a competitive level, small companies achieve a higher success rate
with additions and one of the highest success rates with new product
lines and cost reductions, which account for 66% of all their new
product launches. On the other hand, medium sized companies
perform better with improvements and these constitute only 17% of
new products launched by them. Large companies have a better success
rate with repositionings and one of the highest levels of success with
cost reductions, improvements and new product lines. In addition,
these account for 71% of all their new product launches. Therefore, it is
evident that both large and small companies capitalise more on their

competitive strengths, than medium sized companies.

On an individual basis, small companies achieve the greatest level of
new product success with cost reductions, repositionings,
improvements and additions, which account for 74% of all new
products launched by them. Similarly, cost reductions and additions
constitute the highest levels of success for medium sized companies,

yet they consisted of only 18% of all their new product launches.
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Whilst large companies attain the highest level of performance with
improvements, repositionings and cost reductions and these accounted
for 33% of all their new product launches. Thus smaller companies
launched a much greater number of those products in which they
achieved the highest individual levels of success compared to medium

and large companies.

5.3.3 AMOUNT OF PLANNED INTRODUCTIONS

Figure 5.8 Amount of Planned Introductions of New Products over

the Next Year

Type of New Product

I New Product Lines 20%
I Additions 38%

O Improvements 38%

O Repostionings 2%

m  Cost Reductions 2%

Amount Planned

A comparison of this figure with the amount of products previously
launched (Figure 5.1) shows that companies are planning to increase
the amount of new products introduced next year. On average, 688 new
products were previously launched on the Irish market annually and
this is forecast to increase to 848 next year. This equals approximately
twenty-nine new products by each company next year, which is an
increase of 20% or five new products per company. The majority of
new product introductions planned for next year consist mainly of new
additions and improvements to existing products (76%), while it is

forecast that one-fifth of all introductions will be new product lines.
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However, 17.2% of respondents (6 companies) do not plan to launch
any new product lines or additions, 41.4% (12 companies) do not plan
any improvements, 76% (22 companies) have no plans for
repositionings, whilst 90% (26 companies) do not intend to introduce
any cost reductions over the next year. This again shows the reluctance
by companies to launch truly innovative new products and products
requiring little or no innovation. It is surprising that only 4% of all
new products planned consist of repositionings and cost reductions
when one takes into consideration that they achieved the highest
levels of success overall (Figure 5.5), although they are the least

innovative of all new products.

Figure 59 Amount of Planned Introductions over the next Year by
Company Ownership

Type of Product

I New Product Lines
| Additions
O Improvements
O Repositionings
H Cost Reductions

Irish Foreign

The only major differences evidenced from the above results is that
foreign companies plan to launch a greater proportion of product
additions (41%) than Irish companies (33%), although there are slight
differences in relation to the other types of products. This suggests that
foreign companies are concentrating on their new product strengths as
they achieve a higher success rate with additions than Irish companies

(Figure 5.6).
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Figure 5.10 Amount of Planned Introductions over the next Year by

Type Of Company
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The results indicate that next year, manufacturers plan to introduce a
greater proportion of product improvements and cost reductions than
distributors, whilst the latter plan to launch a greater amount of

additions to existing product lines.

Figure 5.11 Amount of Planned Introductions over The Next Year By

Size of Company

Type of Product

I New Product Lines

| Additions
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O Repositionings
Small Medium Large m  Cost Reductions

(n=321) (n=246) (n = 281)

Major differences are evident in the above figure which shows that
next year medium sized companies plan to launch a greater proportion

of additions and a much lower proportion of new product lines than
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small and large companies, whilst small companies plan to introduce a

lower amount of additions than the other two.
5.4 STRATEGIC BUSINESS REQUIREMENTS - Sub-objective IB

Sub-objective IB investigates the strategic business requirements
expected of new products to see if they are related to new product
success or failure. The requirements determine the roles to be played by
new products and can be both market and company driven. They are
examined in light of the most successful and least successful product.
Included in this question was a category labelled 'other' where the
respondent had the option of stating other strategic roles established
for new products. This resulted in two new categories - ‘establish a

foothold in an existing market’ and ‘satisfy changing consumer needs’.

Figure 5.12 Strategic Role of Most Successful and Unsuccessful Product

Strategic Role of New Product Innovations

| Increase Market Share
UhsuccessfiJ E | Defend Mkt. Share
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Over the last five years, establishing a foothold in a new market has
been the most common new product role for both the successful and
unsuccessful new products. Approximately 96% of all new products
were expected to fulfil a market driven as opposed to company driven

strategic role and suggests that respondents are very market-led.
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Overall, there are no real differences in relation to company
ownership, type of company and size of company, with the most

common strategic role being to establish a foothold in a new market.

Table 5.3 Average Contribution of New Products to Total Company

Sales and Profits

Sales Profits
Overall 22.8% 22.5%
Irish Companies 25.4% 25.8%
Foreign Companies 16% 13.8%
Distributors 15.3% 13.4%
Manufacturers 33.4% 35.5%
Small 20% 21%
Medium 33% 31%
Large 21% 21%
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Table 5.4 Cost of Introducing New Products

Increased Stayed Same Decreased
Overall 76% 7% 17%
Irish Companies 76.2% 14.3% 9.5%
Foreign Companies 75% 25% 0
Distributors 70.6% 23.5% 5.9%
Manufacturers 83.3% 8.3% 8.3%
Small 81% 6% 12%
Medium 40% 20% 40%
Large 87.5% 0 12.5%

The average contribution of new products to total company sales is
approximately 23%, while the average percentage of total company
profits generated by new products is 22.5%. Furthermore, the cost of
introducing new products over the past five years has increased,
according to 76% of respondents, and if this trend continues it could
have a direct effect on the future contribution of new products to total

company profits.

Differences exist between Irish and foreign owned companies in
relation to the contribution by new products to total company sales and
profits, although at least 75% of both types of companies have
witnessed an increase in the cost of introducing products over the past
five years. In relation to Irish companies, on average approximately
one-quarter of total company sales and profits were generated by new
products. However, the average results for foreign companies were
much lower with only 16% of total sales and 13.8% of total profits being
generated by new products. Therefore, it is evident that new products

play a far greater role in Irish companies compared with foreign owned
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companies. Similarly, the average contribution of new products to
sales and profits is far greater for manufacturers at 33.4% and 35.5%
respectively compared to distributors where new products account for
15.3% of total company sales and only 13.4% of total company profits.
Thus, new products contribute much more to sales and profits in

manufacturer as opposed to distributor companies.

In relation to size of company, new products contribute approximately
one-third to total company sales and profits in medium sized
companies compared to one-fifth in small and large companies.
Therefore new products appear to play a greater role in medium sized

companies than in small and large companies.

Figure 5.13 New Product Performance Criteria used by Companies

New Product Performance Criteria Used

m  Profit Contribution

H Return on Investment
O Sales Volume

O Payback Period

I Internal Rate of Return

H Net Present Value

In general, the results of the research indicates that approximately one-
third of all companies surveyed formally measure new product
performance, using on average two performance criteria. However,
care must be taken in interpreting these results due to the small
sample size (29 companies). Thus, while not statistically significant, it

is important to note that the two most commonly used measurement
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criteria are sales volume and profit contribution and these account for
80% of all criteria used. Furthermore, these same two criteria are
favoured by all companies irrespective of company ownership, type of

company and size of company.

55 IMPACT OF INTERNAL AND EXTERNAT. FACTORS
- Sub-objective 1C

Sub-objective 1C investigates the likely impact of both internal and
external factors on the future development and launch of new food
products on the Irish market. In order to determine the likely impact of
external factors, respondents were asked to indicate whether certain
factors would cause them to introduce more, the same amount or
fewer new products over the next five years. Figure 5.14 shows that the
trend towards increased development and introduction of new
products (figure 5.8) is supported by a number of factors. However it is
important to note that the observations made are tentative due to the

small base employed in the research.

Figure 5.14 Impact of External Factors on Future New Product

Development and Introduction
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The key external factors likely to enhance new product development in
the future are technology advances, changing market requirements,

shortening product life cycle's and world market competition.

Figure 5.15 Impact of External Factors on Irish and Foreign Owned

Companies
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In relation to Irish companies, changing consumer needs would be the
principal factor likely to cause them to introduce more new products in
the future, followed by shortening product life cycle's and world
market competition, whereas, technology advances, shortening
product life cycles and changing consumer needs would lead to
increased new product introductions by foreign companies. In
addition, more government regulations on food would lead foreign
companies to reduce the amount of new product introductions. The
impact of external factors on the introduction of new products is
envisaged to have different effects on foreign companies than Irish

companies. For example, the effect of increased foreign market access
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and increased foreign competition in Ireland would cause a greater
amount of Irish companies to launch more new products than their
foreign counterparts. Conversely, the impact of technology advances
and shortening product life cycles would cause a greater amount of
foreign to launch more new products than Irish companies. In
addition, the negative effect of more government regulations and
increasing capital costs is likely to be greater for foreign companies.
Again, it is important to remember that while the differences are not
statistically significant, nevertheless the research is based on a complete
census of the industry and therefore the results should be interpreted

accordingly.

Figure 5.16 Impact of External Factors on Distributor and Manufacturer

Companies
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In relation to type of company, changing consumer needs is the
principal factor likely to cause both distributors and manufacturers to
launch more new products, although it would have a greater affect on

manufacturers. However, the main cause of reduced new product
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introductions for distributors would be more government regulations.

The positive effect of technology advances, changing consumer needs,
shortening product life cycles and increased foreign market access are
likely to have a stronger impact on manufacturers rather than
distributors, with the exception of increased foreign competition in
Ireland. In addition, the negative impact of more government
regulations and increased capital costs are likely have a much greater
effect on distributors. Once again caution must be stressed in

interpreting these results due to the nature of the sample size.

Figure 5.17 Impact of External Factors by Company Size
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The above figure shows that changing consumer needs would have a
substantial effect across all the companies, although it would have the
least impact on large companies. The other main factor, likely to cause
small companies to increase the amount of new product introductions,
is technology advances and shortening product life cycle's. In relation
to medium sized companies, it would be increased foreign competition

in Ireland, while for large companies it would be shortening product
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life cycles. However a reduction in new product launches would
primarily stem from increased capital costs in medium sized
companies. Furthermore, the effect of increased foreign competition in
Ireland and shortening product life cycles would have a stronger
impact on medium and large sized companies respectively.
Conversely, the negative impact of increased labour and capital costs

would be more substantial for medium sized companies.

Table 5.5 Impact of Internal Factors on Future New Product

Development and Introduction

Internal Factors Likely Unlikely

Management Orientation
Lack Of Attention To New Products 13.7% 86.3%
Emphasis On Short-Term Profitability 31% 69%

Management Practices

Inadequate Market Research 48.2% 51.8%
Lack Of New Product Strategy 48.2% 51.8%
Lack Of Measurement Criteria 27.6% 72.4%
Lack Of Proven Analytical Techniques 41.4% 58.6%

Organisation

Delay In Making Decisions 34.5% 65.5%
Ineffective Communication Between Functions And Departments 10.3% 89.7%
Current Organisational Structure 17.2% 82.8%
Unclear Assignment Of Ultimate New Product Responsibility 27.5% 72.5%
Excessive Top Management Involvement In Process Details 3.4% 96.6%
Lack Of General Business Skills Among New Product Managers 10.3% 89.7%
Ineffective Communication Between Manufacturer And Distributor 17.2% 82.8%

Loyalty To Established Manufacturers 13.7% 86.3%

Table 5.5 shows that management practices are the most likely internal
obstacles to successful new product development with inadequate

market research, a lack of new product strategy and a lack of proven
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analytical techniques being the most critical. It is important to note
though that the majority of internal obstacles would be unlikely to
have an impact on the future new product development and launch by

most companies.

Table 5.6 Likely Impact of Internal Factors on Future New Product

Development and Introduction by Irish and Foreign Companies

Internal Factors Irish  Foreign

N= 21 8
Management Orientation
Lack Of Attention To New Products 14.3% 12.5%

Emphasis On Short-Term Profitability 28.6% 37.5%

Management Practices

Inadequate Market Research 52.4% 37.5%
Lack Of New Product Strategy 57.2% 52.5%
Lack Of Measurement Criteria 33.3% 12.5%
Lack Of Proven Analytical Techniques 47.6% 25%

Organisation
Delay In Making Decisions 28.6% 50%

Ineffective Communication Between Functions And Departments 14.3% 0%

Current Organisational Structure 14.3% 25%
Unclear Assignment Of Ultimate New Product Responsibility 28.6% 25%
Excessive Top Management Involvement In Process Details 4.8% 0%

Lack Of General Business Skills Among New Product Managers 14.3% 0%
Ineffective Communication Between Manufacturer And Distributor 9.5% 37.5%

Loyalty To Established Manufacturers 19.1% 0%

A comparison of Irish and foreign owned companies illustrates that
the principal internal obstacle most likely to impede the successful
introduction of new products in Irish and foreign companies relates to

management practices such as a lack of new product strategy. In
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addition, inadequate market research and a lack of proven analytical
techniques is a salient factor for Irish companies, whereas a delay in
making decisions is an important factor likely to impede the successful
introduction of new products by foreign owned companies. However,
it is important to stress that the majority of internal factors would be
unlikely to have an impact on most Irish and foreign owned

companies.

Table 5.7 Likely Impact of Internal Factors on Future New Product

Development and Introduction by Distributors and Manufacturers

Internal Factors Distributors Manufacturers
N= 17 12
Management Orientation
Lack Of Attention To New Products 11.8% 16.7%
Emphasis On Short-Term Profitability 29.4% 33.3%

Management Practices

Inadequate Market Research 47.1% 50%
Lack Of New Product Strategy 47.1% 50%
Lack Of Measurement Criteria 50% 66.7%
Lack Of Proven Analytical Techniques 41.2% 41.7%

Organisation

Delay In Making Decisions 41.2% 25%
Ineffective Communication Between Functions And Departs. 0% 25%
Current Organisational Structure 17.7% 16.7%

Unclear Assignment Of Ultimate New Product Responsibility 23.5% 33.3%

Excessive Top Management Involvement In Process Details 0% 8.3%
Lack Of General Business Skills Among New Product Managers 5.9% 16.7%
Ineffective Communication Between Manufacturer & Distrib. 29.4% 0%
Loyalty To Established Manufacturers 23.5% 0%
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In relation to both distributors and manufacturers, there are no real
differences concerning the top three obstacles likely to impede new
product introductions with lack of measurement criteria, lack of new
product strategy and inadequate market research being most frequently
cited. It should be noted that most of the factors are not envisaged to
have any effect on the future development and introduction of new

products by most distributors and manufacturers.

Table 5.8 Likely Impact of Internal Factors on Future New Product

Development and Introduction by Company Size

Internal Factors Small Medium Large

N= 16 5 8
Management Orientation
Lack Of Attention To New Products 13.9% 0 20%

Emphasis On Short-Term Profitability 25% 20% 53.3%

Management Practices

Inadequate Market Research 63.9% 40% 20%
Lack Of New Product Strategy 50% 40% 53.3%
Lack Of Measurement Criteria 38.9% 20% 10%
Lack Of Proven Analytical Techniques 41.7% 40% 36.6%

Organisation

Delay In Making Decisions 27.8% O 80%
Ineffective Communication Between Functions And Departs. 11.1% 0 10%
Current Organisational Structure 25% 0 10%
Unclear Assignment Of Ultimate New Product Responsibility 38.8% 0 20%
Excessive Top Management Involvement In Process Details 0 0 10%
Lack Of General Business Skills Among New Product Mgrs 19.4% O 0

Ineffective Communication Between Manufacturer & Distrib. 19.4% 20% 10%

Loyalty To Established Manufacturers 11.1% 20% 16.6%
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The results in the previous table must be interpreted with caution
when one takes into consideration the small sample size. It is apparent
that inadequate market research in small companies and a delay in
making decisions in large companies are key obstacles to new product

development in the future.

5.6 THE NEW PRODUCT PROCESS - Sub-objective ID

The purpose of this sub-objective is to ascertain the type of new
product processes in operation in companies developing and
launching new food products on the Irish market and to see if they are
related to new product success or failure. Once again, the small number
of companies included in the research means that the results are not
significant. However as the research is based on a complete census, the
relevance of the findings must not be undermined. Therefore the

reader is reminded that any observations are tentative.

The findings show that only 34.5% of companies employ a formal new
product development process based on strict guidelines and
procedures, whereas the majority of respondents (65.5%) use an
informal process. In addition, approximately three-quarters of the
sample (75.9%) carry out the stages sequentially, while approximately
one-quarter (24.1%) conduct the stages simultaneously. However, the
companies operating a formal process achieve an average success rate
of 87%, whilst those operating an informal process achieve a slightly
lower success rate of 81%. Similarly, a higher level of performance was
achieved with a sequential process (87%) as compared to a
simultaneous process (80%). Thus, a formal process, where the steps
are carried out sequentially appears to be more conducive to a higher

rate of success.

162



Figure 5.18 Type of New Product Process and Method Employed by

Company Ownership

| Irish n=21

I Foreign n- 8

Formal Informal Sequential ~ Simultaeous

Type of Process Method Employed

Figure 5.18 denotes the type of processes and the method by which the
stages are carried out in Irish and foreign owned companies. It is
evident that 75% of foreign companies employ a formal process
compared with only 19% of Irish companies. Furthermore, 37.5% of
foreign companies use the simultaneous approach as opposed to 19%
of Irish companies. This suggests that foreign companies are much
more progressive in their approach to the development and launch of
new products and adhere more to formal procedures than their Irish

counterparts.

However, whilst the greater use of a formal process results in the
attainment of higher success rates for foreign companies, it is offset by
the more frequent use of simultaneous processing which contributes to
a lower level of new product performance. Conversely, Irish
companies benefit from a greater use of the sequential method, while
they may experience a lower rate of success due to a higher use of

informal processes.
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Figure 5.19 Type of New Product Process and Method Employed by
Type of Company

Distributor n=17

Manufacturer n = 12

Formal Informal Sequential Simultaneous

Type of Process Method Employed

The results indicate that 41% of distributors use a formal process when
launching new products compared with 25% of manufacturers who
employ a similar approach. If one takes into consideration the fact that
the use of a formal process results in a higher level of performance,
this suggests that more manufacturers need to formalise their
development processes if they are to remain competitive with
distributors. Approximately three-quarters of both types of companies
enjoy the opportunity to achieve higher levels of new product

performance through the use of sequential processing.
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Figure 5.20 Type of New Product Process and Method Employed by

Company Size
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It is evident from the above figure that as companies increase in size,
they employ a more formal approach to the new product process. This
results in a higher rate of success and suggests that more small to
medium sized companies should formalise their development
processes, if they are to compete effectively with larger companies.
However, a greater amount of smaller and larger companies tend to
carry out the process sequentially and this is also more conducive to a
higher level of performance. Thus, on a competitive basis, more
medium sized companies need to use sequential processing when

developing and launching new products.
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Figure 5.21 Percentage of Total Expenditures at each Stage of the Process

for the Successful and Unsuccessful Product
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The breakdown of expenditure at each stage of the process shows that
there are no major differences between the successful and unsuccessful
products. This suggests that the percentage of overall expenditure at
each stage is not a major factor in determining success. This is
consistent in relation to Irish and foreign owned companies,
manufacturers and distributors and small, medium and large sized
companies. Furthermore, in relation to the manufacturers, the level of
top management support at each stage of the process was identical for
both types of product, with 83% of respondents stating that it did not

vary at any stage for either product.

The results indicate that distributors are quite active with
manufacturers throughout the various stages of the new product
development process. Overall, 41% were involved at the idea
generation stage, 65% were involved with the screening and
evaluation of new product ideas, 65% were involved at the business
analysis stage, 41% were involved with the development of the new

product and 47% were involved with testing the new product.

166



Table 5.9 Average Number of New Product Ideas Considered

Amount Usually Successful Unsuccessful
Considered Product Product
Overall 16 5.3 3.8
Irish Companies 14 5 4
Foreign Companies 20 6 2
Distributors 17 4 3
Manufacturers 14 7 5
Small 12 8 5
Medium 21 4 1
Large 19 1 3

Table 5.9 shows that, on average, 16 new product ideas are considered
for every new product introduced. In addition, foreign companies,
distributors and medium and large size companies usually consider a
greater amount of new product ideas overall. This is not surprising
when one takes into account that foreign companies would have the
opportunity to seek new ideas from more than one market,
distributors are likely to be offered new products from a variety of
manufacturers and medium to large size companies would have

greater resources to seek new ideas than smaller companies.

The results also indicate that more new product ideas were considered
overall for the successful (5.3) as opposed to the unsuccessful product
(3.8), although the differences are slight. This implies that it may be of
greater benefit to consider more rather than fewer new product ideas
when planning to develop and launch new products. The most
noticeable differences between the two types of products are evident in
relation to foreign companies, small and medium sized companies,
while it is apparent that more new product ideas are considered as

companies increase in size. However, in relation to larger companies,
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slightly more new product ideas were considered for the unsuccessful

product as compared to the successful product.

It is interesting to note that, in all cases, the average amount of new
product ideas usually considered is far greater than the actual amount
considered for both the successful and unsuccessful products. This may
be partially due to differences in the type of product selected by
respondents as most successful and unsuccessful and also changes in
the amount of ideas considered by companies over the past five years.
For example, 90% of respondents stated that the amount of new
product ideas considered had increased over the past five years. In
addition 83% stated that they expect the number of new product ideas

considered to increase in the future.

5.7 STRATEGIC ORIENTATION - Sub-objective IE

Objective IE is to determine the strategic orientation of the food
companies and the procedure used to formulate the new product
strategy, in an attempt to ascertain if they resulted in either the success
or failure of the new products on the Irish market. Again, the small
sample size precludes statistical analysis and, thus, only where major

differences are evident, can the results be deemed to be important.
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Table 5.10 Strategie Planning in Food Companies

Per Cent (n)
Overall 72.5% 29
Irish Companies 66.6% 21
Foreign Companies 87.5% 8
Distributors 70.6% 17
Manufacturers 75% 12
Small 56% 16
Medium 80% 5
Large 100% 8

The findings show that overall a very high proportion of companies
(72.5%) had a strategic plan which incorporated the development and
distribution of new products. In addition, those companies who had a
strategic plan achieved a somewhat higher level of success (87%), than
those who lacked one (80%). Major differences exist in relation to
company ownership and the results show that foreign companies carry
out more strategic planning than their Irish counterparts. However, a
comparison of distributor and manufacturer companies shows that a
slightly greater amount of manufacturers have a strategic plan.
Furthermore, all of the manufacturers stated that they are committed
to growth through internal new product development as a strategic
objective. Size also appears to be a major factor in relation to the level
of strategic planning in companies, with strategic plans present in all of
the large companies. This compares to 80% in medium size companies
and only 56% in small companies. Therefore, the greater presence of
strategic plans in foreign companies, manufacturers and larger

companies provides those companies with an opportunity to achieve

169



higher rates of new product success than their counterparts.

The next step is to examine whether specific strategic objectives are set
for new products. The findings show that overall more than two-thirds
of respondents (69%) set strategic objectives for new products.
However, a closer examination of the results show that while 100% of
foreign companies set specific new product objectives, only 57% of Irish
companies set them. Similarly differences emerged between
distributors and manufacturers, with 58% of manufacturers in contrast
to 76.5% of distributors, setting specific new product objectives. In
addition setting strategic objectives for new products also relates to the
size of companies, with 100% of large companies compared to 60% of
medium and only 56% of small companies setting them. However,
those companies who set specific strategic objectives achieved a slightly
lower level of success (84%) than those companies who did not set
them (87%). This would suggest that setting strategic objectives is not a
major factor in determining the outcome of new products on the

marketplace.

5.8 NEW PRODUCT STRUCTURE AND STYLE - Sub-objective IF

Objective IF is to investigate the current new product structure and
style employed within the food companies to see if it is related to new
product success or failure. It must be noted that due to differences in
the type of companies (manufacturers and distributors) involved in
the research, questions relating to the new product structure and style
.were adapted accordingly, and therefore the results will be discussed

separately.
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MANUFACTURERS - (All Irish Owned, n=12)

Table 5.11 Type of New Product Structure and Style and Level Of

Success Achieved in Manufacturer Companies

New Product Structure Frequency Level Of Success
Venture Team 17% 771%
New Product Department 17% 93%
Marketing/R&D Department 66% 87%

Product Champion Encouraged
Yes 50% 80%
No 50% 92%

Senior New Product Manager
Yes 17% 69%
No 83% 91%

The results indicate that the organisational structure for new product
development most frequently wused in manufacturer companies
consists of a functionally based unit in an existing marketing/research
and development department. It is important to note that the results
indicate that different types of organisational structures are more
conducive to higher levels of success. For example, it is apparent from
the above table that those companies who had a new product
department achieved an average 93% new product success rate
compared to 87% for marketing/R&D department and 77% for venture
teams. However, only 17% of respondents use this type of structure
and the findings suggest that perhaps manufacturers should establish
new product departments if the level of new product performance is to

improve.

The above table also shows that 50% of manufacturers encourage a

product champion in the company and only 17% of them have a
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senior new product manager. However, it is evident that the presence
of a product champion and senior new product manager appears to be
more conducive to lower levels of performance. A possible
explanation for this is that these people become too involved in the
process and pursue an idea even if it is likely to be a failure. This has
serious implications for the role these people play in the new product

process.

5.9 LEVEL OF COMPANY RESOURCES AND SKILLS -
Sub-objective 1G

The purpose of this sub-objective (1G) is to examine the level of
resources and skills in companies developing and launching new
products on the Irish market, with a view to ascertaining if there is a
relationship between the level of resources and skills and the success
or failure rates subsequently achieved. Respondents were asked to rate
the company relative to domestic competition on a scale of +5
(extremely good) to -5 (extremely bad). Only the manufacturers were
asked to rate the level of R&D, engineering and production resources

and skills as they were deemed inappropriate for distributors.

Table 5.12 Average Level of Company Resources and Skills

Type Of Resources And Skills N=29 Average Rating
Financial +3
Research & Development +2
Engineering +2
Market Research +2
Management +4
Production +3
Salesforce/Distribution +4
Advertising/Promotion +2
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The above table shows that companies developing and launching new
products in Ireland, claim to have on average a good level of company
resources and skills. Overall management and salesforce/distribution
resources and skills appear to be very strong, closely followed by
financial and production resources and skills. An examination of the

results by company ownership highlights some interesting differences.

Table 5.13 Average Level of Resources and Skills by Company

Ownership
Type Of Resources And Skills Irish Foreign
N = 21 8
Financial +2 +4
Research & Development +2 -
Engineering +2 -
Market Research +2 +2
Management +4 +4
Production +2 -
Salesforce /Distribution +4 +4
Advertising/Promotion +1 +3

Irish companies claim to have a strong level of management and
salesforce /distribution resources and skills whilst
advertising/promotion was rated the lowest. In relation to foreign
companies, their perceived strengths seem to lie in finance,
management and salesforce/distribution resources and skills, closely
followed by advertising and promotion. This indicates that foreign
companies claim to have more financial and advertising/Z/promotion

resources and skills than Irish companies.
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Table 5.14 Average Level of Resources and Skills by Type of Company

Type Of Resources And Skills Distributor Manufacturer
N = 12 17
Financial +4 +1
Research & Development - +2
Engineering - +2
Market Research +1 +3
Management +4 +4
Production . +2
Salesforce /Distribution +4 +3
Advertising/Promotion +3 +1

It is evident from the above table that distributors claim to have a
strong level of financial, management and salesforce/distribution
resources and skills. Similarly, the manufacturers also perceive
themselves to have a strong level of management and
salesforce/distribution resources and skills. However, it is surprising to
note that in relation to R&D, engineering and production which are
very important in the manufacture of new products, they are only

rated as +2.

Furthermore, a comparison of the two types of companies shows that
distributors claim to be much stronger in relation to financial and
advertising/Z/promotion resources and skills compared with
manufacturers. The distributors also rate salesforce/distribution
higher, which is not surprising considering it is the main focus of their
business, whilst manufacturers claim to be stronger in relation to

market research resources and skills.
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Table 5.15 Average Level of Resources and Skills by Size of Company

Type Of Resources And Skills Small Medium Large
N = 16 5 8
Financial +2 +4 +4
Research & Development +2 -3 +5
Engineering +1 +5 +5
Market Research +1 +1 +3
Management +4 +4 +4
Production +2 +5 +5
Salesforce/Distribution +3 +4 +4
Advertising/ Promotion +1 +4 +3

It is evident that the (reported) level of resources and skills tends to
improve as companies increase in size. Large companies claim to have
a good level of resources and skills in most areas with the exception of
market research and advertising/Z/promotion which are rated slightly
lower. This is also similar to medium sized companies, where market
research is rated lower, whilst the main difference is that R&D
resources and skills are rated as quite poor. Smaller companies on the
other hand only rated management and salesforce/distribution as quite

strong compared with the other resources and skills.

A comparison of the companies by size denotes that larger companies
claim to be somewhat stronger in relation to R&D and market
research, whilst financial, engineering, production and
salesforce/distribution are all rated higher in medium and large

companies compared to small companies.

In order to examine the level of company resources and skills and how
these influence the level of new product performance attained, an
overall score was calculated for each of the respondents based on their

individual rating of the company's resources and skills and the results
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crosstabulated by the level of new product success achieved. It was
evident that companies could be classified into two categories, those
whose overall level of resources and skills were higher than +3

(fourteen companies) and those less than +3 (fifteen companies).

Table 5.16 Overall Level of Resources by Level of Success achieved,

Company Ownership and Type of Company

Greater Than +3 Less Than +3

Frequency 48% 52%

Level Of New Product Success Achieved 86% 76%

Company Ownership

Irish 38% 62%
Foreign 75% 25%
Type Of Company

Distributor 59% 41%
Manufacturer 33% 67%

Size Of Company

Small 31% 69%
Medium 40% 60%
Large 87.5% 12.5%

The above table denotes that there is a relationship between the
perceived level of company resources and skills and the level of new
product success achieved. Specifically, those companies whose overall
level of resources and skills are rated +3 or better attained an 86%
success rate with new products compared to those companies with a
less than +3 level of resources and skills who achieved a 76% level of

new product success.

176



In terms of company ownership, 75% of foreign companies belong to
the first category compared with 38% of Irish companies and this
suggests that foreign companies have a much greater opportunity for
new product success than their Irish counterparts. This situation is
somewhat similar in relation to distributors and manufacturers, with
the former being in a much stronger position than the latter, while a
substantially higher amount of larger companies (87.5%) have greater
than +3 resources and skills compared to medium (40%) and smaller
(31%) companies. This in turn provides the larger companies with a

greater opportunity for new product success than their counterparts.

5.10 TEST OF OBTECTIVES

The first key objective suggests that differences exist in the
management practices of companies developing and launching new
food products on the Irish market which ultimately affect the success

or failure of the new product.

In order to satisfy key objective 1, it is necessary to examine whether
certain factors influence the outcome of new products. Two formats
were used to determine the support of this objective. In some
questions, respondents were asked to denote the differences existing in
relation to the most successful and least successful products. In other
cases, the responses to questions were crosstabulated by the level of
success achieved by companies. The results indicated important
differences as well as similarities between new food products which

ultimately succeeded or failed on the Irish market.

Once again, it is important to note that due to the small sample size,
the research precludes statistical tests on many sub-categories and
therefore observations are only tentative. Nevertheless, as the research
is based on a complete census, the author believes this analysis

indicates saleient factors in new product development.
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5.10.1 Amount Launched. Successful. Planned

The findings indicated that there is a relationship between the type of
new product introduced and the level of performance achieved. More
specifically, certain products are more conducive to higher success
rates. For example, the greatest level of success was achieved with cost
reductions, repositionings and improvements, closely followed by
additions, whilst new product lines resulted in the lowest level of new
product performance. This suggests that the less innovative the new
product, the higher the level of success attained. Therefore, the type of
new product developed and launched by companies operating on the

Irish market is related to the success or failure of the product.

5.10.2 Strategic Business Requirements

Similarities were evident in relation to the strategic role for both the
successful and unsuccessful new products, which suggests that
establishing a strategic role for the new product does not influence its

outcome on the market.

5.10.3 Internal and External Factors

The results of the research found that both internal and external factors
could have an impact on the future development and launch of new
food products by companies on the Irish market. The findings
indicated that technology advances, changing market requirements,
shortening product life cycle's and world market competition are
expected to increase the number of new products introduced in the
future. However, management practices are viewed as the most likely

internal obstacles to future new product development.
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5.10.4 The New Product Process

Differences emerged in relation to the type of new product process used
and method employed which ultimately affect the level of new
product performance achieved. Specifically, higher rates of success
accrue from the use of a formal process where the stages are carried out
sequentially. The results also indicated that considering more rather
than fewer new product ideas are conducive to higher levels of
performance. However, the breakdown of expenditure at each stage of
the new product process does not appear to discriminate between the
most successful and unsuccessful product. This suggests that the
percentage of overall expenditure at each stage is not a major factor in

determining success.

5.10.5 Strategic Orientation

Success is more likely to occur in companies that have a strategic plan
and are more strategically oriented. Whilst setting specific new product
objectives does not appear to be a major factor in determining the
outcome of new products on the marketplace. Therefore, the strategic
orientation of companies developing and launching new food
products on the Irish market is related to the success or failure of the
new product, whilst the setting of specific new product objectives is not

a decisive determinant of new product outcomes.

5.10.6 New Product Structure and Style

The type of new product structure and style affects the level of
performance achieved. The presence of a new product department was
found to relate more strongly to higher levels of success, while a
functionally based unit in an existing marketing/R&D department also
resulted in a high success rate. In addition, lower levels of success were

experienced in companies who used venture teams for new product
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purposes. Moreover, the results indicated that the role certain people
play in the new product process may actually hinder rather than help
improve the level of performance achieved. For example, the presence
of a product champion and senior new product manager in
manufacturer companies, resulted in lower levels of performance than

those companies who lacked them.

5.10.7 Company Resources and Skills

The results implied that there is a relationship between the perceived
level of company resources and skills and the level of new product
success achieved. Specifically, those companies whose overall level of
resources and skills were rated +3 or better, attained a substantially
higher success rate with new products compared to those companies
with a less than +3 level of resources and skills. Therefore, the level of
company resources and skills is related to the outcome of new food

products developed and launched on the Irish market.

Overall, the evidence shows that the type of new product being
developed and launched, the new product process employed, the
strategic orientation of companies, the new product structure and style
and the level of company resources and skills are factors which
influence the outcome of new products. Specifically, the presence of
these factors in companies developing and launching new food
products on the Irish market will contribute to the ultimate success
levels achieved. Conversely, their absence is likely to result in higher
levels of failure for the new product. The strategic role established, the
setting of new product objectives and the breakdown of expenditure at
each stage of the process will not have a direct effect on the level of
new product performance achieved. Furthermore, the results indicate
that differences exist in relation to company ownership, type of
company and company size which affects the outcome of the new food

products on an individual and competitive level. Although, these
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factors in relation to management practices have received less
attention in previous empirical research, the results of this study
determine that they should be considered as key success factors,
specifically in relation to new food products developed and launched

on the Irish market.

Test Of Objectives By Company Ownership

An examination of the findings in relation to Irish owned companies
suggests that higher levels of success stem from the development and
launch of cost reductions, improvements, repositionings and
additions. Furthermore, the frequent use of sequential processing, the
high number of new product ideas usually considered, the presence of
strategic plans and the (claimed/perceived) good level of overall
resources and skills in Irish companies all contribute to the overall
high level of performance achieved. However, it is suggested that the
level of failure present in Irish companies may be influenced by the

high proportion of companies using an informal new product process.

Similarly, in relation to foreign owned companies, the results indicate
that the development and introduction of cost reductions,
repositionings and improvements leads to higher rates of success. In
addition, the high proportion of companies using a formal process,
carrying out the stages sequentially, the high amount of new product
ideas usually considered, the high number of companies who have
strategic plans and the (claimed/perceived) strong level of overall

resources and skills, influences the high level of success attained.

On a competitive level, a comparison of Irish and foreign owned
companies suggests that the outcome of new products launched by
Irish companies may perform better because they launch a substantially
greater proportion of those products in which they achieve higher

success rates. In addition a far greater amount of Irish companies carry
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out the stages in the new product process sequentially. However,
foreign companies have an opportunity to achieve greater levels of
success through the more frequent use of formal processing, the greater
amount of new product ideas usually considered, the higher presence
of strategic plans and the greater proportion of companies with strong
levels of resources and skills. Overall, these findings have implications
for the future development and introduction of new products by Irish

and foreign owned companies.

Test Of Objectives By Type Of Company

The findings show that distributors achieve the highest success rates
with cost reductions, improvements and repositionings. Furthermore
it is suggested that the high level of new product performance
achieved by distributors stems from the more frequent use of
sequential processing, the high number of new product ideas usually
considered, the high level of strategic planning and the (claimed)
strong level of overall resources and skills. Conversely, the failure of
some new products may be partially explained by the low level of

companies using a formal process.

Similarly, in relation to manufacturers higher rates of new product
success accrue from the development of cost reductions, additions,
repositionings and improvements. In addition, the high success rates
primarily stem from the frequent use of sequential processing, the high
amount of new product ideas considered, the presence of strategic
plans, the lack of a product champion and senior new product manager
and a (claimed) good overall level of resources and skills. However, it
is suggested that the level of failure present in manufacturer
companies is contributed to by the low level of formal new product

processes and the low amount of new product departments.
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Finally, a comparison of distributors and manufacturers shows that on
a competitive level, manufacturers launched a substantially greater
proportion of those new products in which they achieve higher rates of
success than distributors. This suggests that the outcome of new
products developed and launched by manufacturers may perform
better than those introduced by distributors. Coupled with this, a
higher amount of manufacturers have strategic plans. However, this is
offset by the fact that more distributor companies use a formal new
product process and carry out the stages sequentially, they consider on
average more new product ideas and there are a greater proportion of
them with strong levels of resources and skills. These factors, in turn,
provide the distributors with an opportunity to achieve higher levels
of success. These findings have implications for the future
development and introduction of new products by manufacturers and

distributors.

Test Of Objectives By Company Size

An examination of the results in relation to large companies denotes
that higher levels of success stem from the development and launch of
improvements, repositionings and cost reductions. In addition, the
more frequent use of a formal approach and sequential processing, the
high number of new product ideas usually considered, the strategic
orientation and the (perceived) level of overall resources and skills in
large companies, all contribute to the overall high level of new product

performance achieved.

The same characteristics are evident in relation to medium sized
companies, although to a lesser extent. For example, fewer companies
use a formal approach, carry out the stages sequentially, have strategic
plans and set strategic objectives. In addition the (perceived) level of
overall company resources and skills is much lower. One main

exception is evident in relation to the success level of different types of
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products. In medium companies, the results indicate that the highest
rates of success stem from improvements and cost reductions. All of
these differences however may partially explain the fact that medium
sized companies achieved a much lower level of success than large

companies.

In relation to small companies, higher levels of new product
performance accrue from the development and introduction of
additions, improvements, repositionings and cost reductions. In
addition the more frequent use of sequential processing, the presence
of strategic plans and new product objectives influences the high level
of success attained. However, it is suggested that the level of failure in
small companies may be partially due to the low level of companies
using a formal process and the low amount of new product ideas

usually considered.

Finally, on a competitive level, large and small companies launch a
substantially greater proportion of those products in which they
achieve higher rates of success. In addition, they carry out more
sequential processing than medium sized companies. This suggests
that the outcome of new products developed and launched by small
and large companies may perform better than those introduced by
medium sized companies. However, more medium and large
companies use a formal new product process, usually consider more
new product ideas, are more strategically oriented and (claim to) have
greater resources and skills than smaller companies. These factors
provide medium and large companies with an opportunity to achieve

higher levels of success.

Thus, overall, it appears that large companies are in the strongest
position to attain higher new product success rates, whilst strengths
and weaknesses are evident in relation to both medium and small

sized companies. If one takes into consideration that medium sized
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companies achieved a substantially lower overall level of new product
success compared to large and small companies, then it has
implications for the future development and introduction of new

products by them.

5.11 CONCLUSION -KEY OBJECTIVE 1

It has been established that differences exist in relation to the
management practices of companies developing and launching new
food products on the Irish market, which contribute to the level of
success and failure achieved. Furthermore, differences are evident in
relation to company ownership, type of company and company size
which affects the outcome of new products on an individual and

competitive level.

Specifically, the type of new product being developed and launched,
the type of new product process employed, the strategic orientation of
companies, the type of new product structure and style and the level of
company resources and skills are factors which influence new product
success. In addition, the strategic role established, the setting of new
product objectives and the breakdown of expenditure at each stage of
the process are not likely to have a direct effect on the level of new

product performance achieved.
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Chapter 6

Analysis of Key Success and Failure
Factors



6.1 INTRODUCTION

The overall objective of this research is to ascertain whether
differences exist in the development and launch of new food products
on the Irish market, which ultimately result in their success or failure.
In order to determine this, two key objectives were formulated, each of
which had several sub-objectives :- :-

Objective 1. Patterns of performance and management practices

Objective 2: Key success and failure factors

This chapter presents the findings in relation to key objective 2. The
area is divided into a number of sub-objectives which are examined
under the following headings: product advantage, proficiency of
activities, synergy, organisational structure and style, firm
characteristics and market characteristics. Both controllable and
environmental variables relating to these six sub-objectives were

compared against new product success and failure.

In addition, differences in relation to company ownership, type of
company and company size were measured in an attempt to determine
if they affect the outcome of the new food products. The separate
findings under each sub-objective are first presented and then
considered in light of the second key objective. The data relating to
company ownership, type of company and company size are presented

in Appendix D.

This chapter differs from the previous one as it examines the key
success and failure factors, commonly identified in the literature, to see
if they relate directly to the outcome of new food products on the Irish
market, whereas chapter 6 served to establish if the issues relating to
patterns of performance, which have received less attention in the
literature, should be considered as key success and failure factors in

relation to new food products launched on the Irish market. It also
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examined differences due to company ownership, type of company and

company size .

6.2 NEW PRODUCT SUCCESS AND FAILURE FACTORS

The results are explained in the context of controllable and
environmental variables. The controllable variables consist of product
advantage, proficiency of activities, synergy, organisational structure
and style and firm characteristics. They relate to variables over which
the firm has control throughout the development process. The
environmental variables describe both market potential and market
competitiveness. In order to determine whether a variable was present
in relation to the new product pair, a five point scale of agreement was

used, ranging from strongly disagree to strongly agree.

Key objective 2 is to examine if differences exist in relation to
companies developing and launching new food products on the Irish
market, which ultimately results in their success or failure. This is
ascertained by comparing the percentage of respondents who agreed
the variable was present in relation to the successful product, against
the percentage of respondents who agreed the variable was present in
relation to the unsuccessful product. Again, it should be noted that the
analysis is based on a small sample size, that is twenty-nine products
which succeeded and twenty-nine products which failed and therefore,
the results preclude statistical tests. As a result, the analysis focuses on
the absolute differences between the new product pair. Attention will

only be drawn to those results where the differences are large.
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CONTROLLABLE VARIABLES

6.2.1 Product Advantage - Sub-objective 2A

The objective is to determine if product advantage affects the outcome

of new food products on launched on the Irish market.

Table 6. 1 Impact of Product Advantage on New Product Success and

Failure
Variable Successful Unsuccessful  Difference
% Agree % Agree
Product Offered Unique Benefits 97 59 38
Product First Of Kind On Market 62 48 14
Product Developed For Worldwide Use 45 38 7

Product Required Little Change In The

Attitudes and Behaviours of Users 65.5 55 10.5
High Acceptance Of New Product In Export

/Other Markets 62 21 41

The above table indicates that differences are evident in relation to all
the variables describing product advantage. A high acceptance of the
new product in export or other markets and a product offering unique
benefits to the customer are characteristics of the new product which
differ substantially between the successful as opposed to the
unsuccessful new product. It is suggested that these variables are
strongly related to the outcome of new products. The remaining
variables appear to play a lesser role in determining the success or
failure of the new product. This is evidenced by the fact that they are a
feature of both the successful and unsuccessful product and the
differences between the two are small. This does not suggest that these
variables are unimportant, rather it implies that they may not be as

salient to the outcome of new products as gaining a high acceptance in
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export/other markets and offering unique benefits to the customer.
Overall, the findings suggest that product advantage is an important
factor in new product success as it is a main characteristic of the
majority of successful new products compared to new products which

failed on the marketplace.

6.2.2 Proficiency Of Activities - Sub-objective 2B

The sub-objective is to investigate if proficiency of new product
activities is a major determinant of the outcome of new food products
launched onto the Irish market. Proficiency of activities relates to how
well the new product project was defined prior to development
(protocol) and how well the predevelopment, market related and

technological activities were undertaken.

Table 6.2 Impact of Proficiency of Activities on New Product Success

and Failure

Variable Successful Unsuccessful  Difference
% Agree % Agree

Protocol-prior to product development

Target Market Was Well Defined 93 83 10
Customers Needs, Wants And Preferences

Were Well Defined 90 59 31
~Product Concept Was Well Defined 100 83 17
<Product Specifications And Requirements

Were Well Defined 100 75 25
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Variable Successful Unsuccessful  Difference
% Agree % Agree
Proficiency Of Predevelooment Activities - the flirminar stages were carried

out proficiently

Idea Generation 59 45 14
Initial Screening 62 48 14
Preliminary Market Assessment 62 48 14
Preliminary Technical Assessment 41 31 10
Detailed Market Study/Marketing Research55 48 7

Business/Financial Analysis 55 45 10

Proficiency Of Market Related Activities- the following stages were rarripd

out proficiently

Preliminary Market Assessment 62 48 14
Detailed Market Study/Marketing Research55 48 7
Customer Test Of Prototype Or Sample 76 62 14
Trial Selling/Test Market 34.5 24 10.5
Market Launch 83 62 21

~Proficiency Of Technological Activities- the following stages were carried

out proficiently

Preliminary Technical Assessment 41 31 10
Product Development 100 67 33
In-House Testing Of Product (Prototype) 100 92 8
Trial/Pilot Production 83 75 8
Production Start-Up 83 75 8
Technical Problems In Product And 8 17 ©

Production Design

* Manufactuer only

The above table denotes that the protocol variables, which describe
how well the new product project was defined, have a strong impact
on new product outcomes. Although it is evident that protocol is a
main characteristic of both the successful and unsuccessful products, its

presence is substantially greater in relation to new products which are
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successful. Defining customers needs, wants and preferences is a critical
activity which differentiates successes from failures, whilst defining
the target market is the least important of the protocol activities

(although it is still related to new product outcomes).

Proficiency of process activities, which relates to how well the process
activities are undertaken, appears to differ between the new product
pair, although the level of difference varies across activities. In relation
to the predevelopment activities, the three most important activities
which effect new product outcomes are idea generation, initial

screening and preliminary market assessment.

The results indicate that the predevelopment activities are undertaken
by far fewer companies (for both types of products) in comparison with
the protocol activities. It is also evident that the impact of
predevelopment activities are less important to new product outcomes
than the protocol activities, as the differences between the product pair
are lower. There appears to be a relationship between the proficiency of
the market launch and new product success, while the remaining

market related activities appear to be weakly related.

Variables describing the proficiency of the technological activities
appear to be carried out by the majority of companies for both types of
products. The results show that there are no major differences between
the new product pair in relation to technology activities, with the
exception of how well the development of the new product was
carried out. Therefore, it is implied that proficiency of technological
activities is not a key factor in determining the outcome of new

products on the Irish market.

Overall the results indicate that wundertaking certain activities
proficiently in the new product process has a positive impact on new

product success. Specifically, how well defined the project is (protocol)
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influences new product outcomes. However, proficiency of the
predevelopment activities and market related activities are partially
related to success while the proficiency of technological activities is
only a weakly related factor. Overall, the three key activities are
carrying out the product development proficiently, defining the
customers needs, wants and preferences and defining the product

specifications and requirements.

6.2.3 Synergy - Sub-objective 2C

Sub-objective 2C is to examine if success or failure stems from
marketing, technological and product range synergy in the
development of new food products launched onto the Irish market.
Synergy describes having a good fit between the needs of the project
and existing skills and resources. It relates to marketing, technological

and product range synergy.
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Table 6. 3 Impact of Synergy on New Product Success and Failure

Variable Successful Unsuccessful Difference

% Agree % Agree

Marketing Synergy - there was a good fit between the needs of the project and the...

Salesforce/Distribution System Of The Firm 93 90 3
Firm's Advertising/Promotion Resources & Skills 76 72 4
Firm's Market Research Skills And Resources 86 76 10
Firm's Management Skills And Resources 100 93 7

Technological Synergy - there was a good fit between the needs of the project and
the...

Firm's R&D/Product Development Skills & Resources 75 50 25
Firm's Engineering Skills And Resources 75 67 8
Firm’s Production Skills And Resources 92 75 17

**Product Range Synergy - there was a good fit between the needs of the project and
the...

Existing products being distributed by the firm 100 82 18

* Manufacturer only
** Distributor only

The results imply that there is little relationship between marketing
synergy and new product outcomes, with only minor differences
noticeable between the successful and failed product. Nevertheless,
there appears to be a good fit between the needs of the project and the
marketing resources and skills of the company in relation to the new
product pair. Similarly, technological synergy and product range
synergy are also a feature of both the successful and failed products,

however they do have an impact on new product success.

In relation to technological synergy, R&D/product development skills
and resources and the firms production skills and resources are
strongly related to success. Coupled with this, having a good fit
between the needs of the project and the existing products being

distributed by the firm also results in a positive outcome.
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6.2.4 Organisational Structure And Style - Sub-objective 2D

Sub-objective 2D is to ascertain if organisational structure and style,
including top management and distributor support, is directly related
to the positive or negative performance of new food products on the

Irish market.

Table 6. 4 Impact of Organisational Structure and Style on New Product

Success and Failure

Variable Success Failure  Diff.
% Agree % Agree

Organisational Structure And Stvle

*A Technical Champion Managed The New Product Very Well 50 50 0
*A Dedicated And Strong Product Advocate Managed The New
Product Very Well 50 50 0
"Intemal Communication In The Company Was Effective 92 83 9
<R&D Manufacturing-Marketing Functions Were Well
Interfaced And Coordinated 75 58 17
A High Level Of Company Resources Were Devoted To The New
Product Project 69 45 24
The Project Was Clearly Planned With Goals And Objectives
Established 83 67 16
<Enthusiasm Crowded On Facts Throughout The Entire
Development Process 33 50 17
~Company Politics Affected The Way The New Product Process
Was Carried Out 25 25 0
«=The Sales Rep. Placed Strong Emphasis On Distributing
The Product 100 94 6
==A Dedicated Sales Rep. Distributed New Products Only 12 6 6
'='«Communication Between The Company And The Manufacturer
Was Effective 88 76.5 115
««The Distribution Of The New Product Was Clearly Planned 88 88 0

With Goals And Objectives Established

* Manufacturers only
*e Distributors only

The results in the above table reveal some interesting findings. Only
four variables out of twelve relating to organisational structure and
style show large differences between new product success and failure.
It appears that having a high level of company resources devoted to

the new product project has a substantial impact on new product
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outcomes. Other important variables include not allowing enthusiasm
to crowd on facts throughout the entire development process and
clearly planning the new product project. The results also indicate that
effective communication is conducive to success. However, the
remaining variables showed little or no difference between the new
product pair. They mainly describe the role of certain people within the
new product process and the findings do not differentiate noticeably
between the successful and failed product. Therefore, the results only
partially support the notion that organisation structure and style

influences the outcome of new products.

Table 6. 5 Impact of Top Management Support on New Product Success

and Failure

Variable Success Failure Diff
*Top Management Support % Agree % Agree

There Was A High Level Of Top Mgt Support For The Project 100 92 8
Top Mgt Were Very Involved In The Day-To-Day Mgt Of The

Project 92 75 17
Top Mgt Initiated The Project 83 75 8
Mgt Team Consisted Of Senior Mgrs With High Levels Of

Authority 58 50 8
Mgt Had A High Risk Taking Attitude 58 58 0

* Manufacturer only

Top management support has a relatively weak impact on success and
failure in manufacturing firms, although it appears to be a feature of
the majority of new products launched on the market. However, there
is one exception which suggests that top management involvement in

the day to day management of the project plays a role in determining

SUcCcess.
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Table 6. 6 Impact of Distributor Support on New Product Success and

Failure
Variable Success Failure Diff
ee<Distributor Support % Agree % Agree
There Was A High Level Of Support For The New Product 88 59 29
The Distributor Initiated The New Product Development 23.5 235 0

Company Had A High Risk Taking Attitude To New Products 29.5 41 (115

** Distributor only

In relation to distributors, the above table shows that having a high
level of support for the new product differentiates substantially
between the new product success and failure and is related to a positive
outcome. However, having a high risk taking attitude to new products
appears to lead to new product failure, whilst initiation of the new
product development by distributors is not only rarely undertaken by

most companies, but also does not affect the outcome of new products.

Overall, only certain organisational structure and style variables play
an important role in discriminating between success and failure. In
relation to manufacturers, top management support only has a
relatively weak influence on new product outcomes with the exception
of top management involvement in the day to day running of the
project. Conversely, having a high level of support for the new product

in distributor companies plays a key role in determining success.

6.2.5 Firm's Characteristics - Sub-objective 2E

Sub-objective 2E is to identify the relationship between the firm's

characteristics, such as financial resources and marketing mix, and the

success or failure of new food products on the Irish market.
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Table 6. 7 Impact of Firm's Characteristics on New Product Success and

Failure

Variable Success Failure Diff.

% Agree % Agree
Firm Characteristics - Finance

<Firm Had Adequate Financial Resources For The Project 67 58 9
Product Yields A High Contribution Margin To The Firm 93 31 62
<There Was An Unexpected High Product Cost 8 50 (42)
Relative Magnitude Of Investment In The Project Was Large 55 34.5 20.5

Firm Characteristics - Marketing Mix

«Distribution Channel Gave A Lot Of Support For The New

Product 92 67 25
There Was A Good Stock Cover For The Product 96.5 93 3.5
Adequate Salesforce Training And Effort Were Used 90 86 4
Adequate Promotion And Advertising Effort Were Used 69 48 21
Appropriate Pricing Strategies Were Used 93 79 14
«*A Lot Of Effort Was Placed On Distributing The New

Product 100 94 6

* Manufacturer only
** Distributor only

It is evident that financial characteristics have a decided and strong
effect on new product success. Products which yield a high contribution
margin to the firm are more conducive to a positive outcome, while
products which have an unexpected high product cost tend to result in
failure. In addition the level of financial resources devoted to the new
product project appears to differentiate substantially between success
and failure. In relation to the marketing mix characteristics, certain
variables appear to be more important than others. The key role of
distribution channel support in differentiating successes from failures
is clearly demonstrated. Success is also related to using adequate
promotion and advertising effort. It is apparent that most companies
launching new products on the Irish market place a lot of effort on
distributing the new product, have a good stock cover and use adequate
salesforce training and effort. The results suggest that these variables
do not discriminate between success and failure and thus do not

influence new product outcomes.
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Overall it is evident that there is a relationship between certain
characteristics of the firm and new product success. Specifically, the
financial approach of the firm, the distribution channel support, the
level of advertising and promotion are strongly linked to new product

performance.

The analysis of tables 6.1 to 6.7 have shown that certain controllable
variables effect the outcome of new food products launched on the
Irish market. Overall the results indicate that product advantage has a
strong and dominant impact on new product success, while proficiency
of process activities has a partial impact. The results also imply that
marketing synergy has a weak impact on new product outcomes,
whereas technological and product range synergy characterise
successful new products. In addition the premise that organisational
structure and style is a key success factor only gained limited support
from the research results. Finally, the financial characteristics of the
firm are a decisive determinant of new product outcomes, while only
certain elements of the marketing mix discriminate between success
and failure. The results imply that the fate of new products may be
dependant on certain variables over which the firm has control

throughout the new product process.

ENVIRONMENTAL VARIABLES

The environmental variables relate to the setting in which the new

product is launched and describe the market potential and level of

competitiveness in the marketplace.
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6.2.6 Market Characteristics - Sub-objective 2F

Sub-objective 2F is to examine if market potential and market
competitiveness are directly related to the outcome of new food

products launched onto the Irish market.

Table 6.8 Impact of Market Potential on New Product Success and

Failure

Variable Success Failure Diff.

% Agree % Agree
Market Potential

Product Was Very Important To Customer 69 31 38
High Proportion Of Market Was Foreign 52 38 14
Customers Were Extremely Satisfied With

Competitive Products 34.5 59 (24.5)
Existence Of Potential Demand Only 86 83 3
Customers Needs And Wants For This Product Category

Change Rapidly 65.5 45 20.5
Government Played A Major Role In Marketplace 3 3 0
Buyers Were Very Willing To Try New Products 93 86 7
Customers Were Very Familiar With Products In This

Category 59 55 4
Purchase Frequency Was High For This Product Category 86 28 58
Frequency Of New Product Introductions In This Market

And Product Category Was High 48 24 24

It is evident that most of the variables relating to market potential
have a strong impact on new product success and failure. Five out of
the ten market potential descriptors show major differences between
the new product pair. The four most important elements of the
market, conducive to new product success, include a high purchase
frequency for the product category, the level of product importance to
the customer, frequency of new product introductions in the market
and product category, and the rapidity of change in relation to
customers needs and wants. However, a high level of customer
satisfaction with competitive products appears to result in new product
failure. Overall the level of potential in the marketplace appears to

differentiate between success and failure.
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Table 6.9 Impact of Market Competitiveness on New Product Success

and Failure

Variable Success Failure Diff.

% Agree % Agree
Market Competitiveness

Competition In The Marketplace Was Intense 55 62 @)
There Were Many Competitors In The Market 45 48 3
A Dominant Competitor Existed In The Marketplace 34.5 72.5 (38)
There Was A High Degree Of Loyalty To Competitor's

Product 31 48 17)

The results indicate that market competitiveness has a partial impact
on new product outcomes. Specifically, the presence of a dominant
competitor and a high degree of loyalty to competitors products
differentiates between success and failure and appears to lead to a
negative outcome. Similarly a high level of competitiveness in the
marketplace appears to result in new product failure. This is implied by
the fact that the failed products were launched in a much more

competitive market than the successful products.

Tables 6.8 and 6.9 show that the majority of environmental variables
play a critical role in determining new product outcomes. It appears
that the fate of new products is dependant on some variables which are

external to the firms control.
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Table 6. 10 Ten Main Variables Discriminating between New Product

Success and Failure

Variable Success Failure Diff

% Agree % Agree

Product Yields A High Contribution Margin To The Firm 93 31 62
Purchase Frequency Was High For This Product Category 86 28 58
=There Was An Unexpected High Product Cost 8 50 (42)
High Acceptance Of New Product In Export/Other Markets 62 21 41
Product Offered Unique Benefits To Customer 97 59 38
Product Was Very Important To Customer 69 31 38
A Dominant Competitor Existed In The Marketplace 345 725 (38)
Proficiency of Product Development 100 67 33
Customer's Needs, Wants And Preferences Were Well Defined 90 59 31
There Was A High Level Of Support For The New Product 88 59 29

=Manufacturer only

The table denotes the main variables which contribute to new product
success. It is apparent from the above table that both controllable and
environmental variables differentiate substantially between new
product success and failure. These findings have important
implications for companies who develop and launch new food

products in the Irish market.

New Product Success And Failure Factors By Company Ownership

An analysis of the results by company ownership denotes that both
similarities and differences exist between Irish and foreign owned
companies in relation to the impact of controllable variables on new
product success in the Irish market. In particular, product advantage,
proficiency of process activities, technological and product range
synergy, organisational structure and style and financial characteristics
of the firm have a strong influence on new product success in Irish
companies. Only certain variables relating to elements of the
marketing mix were found to discriminate between new product
success and failure. In addition, marketing synergy, top management

support and distributor support are only weakly related factors.
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In relation to foreign owned companies, the results indicate that
product advantage and financial characteristics of the firm exhibited
the greatest differences between the new product pair. Only certain
process activities, marketing and product range synergy, organisational
structure and style characteristics and certain elements of the

marketing mix had an impact on new product outcomes.

Environmental variables also play a key role in determining new
product success for Irish and foreign companies, although differences
are again evident. The results suggest that market potential is a key
success factor for both types of companies. However, the level of
competitiveness in the marketplace has a strong impact on new
product outcomes in foreign companies. Only one variable was found
to be of importance for Irish companies. Therefore, there is only a weak
relationship between market competitiveness and new product success
and failure in Irish companies. The four main variables conducive to
new product success in foreign companies are all product related. For
example, developing a product which vyields a high contribution
margin, has unique benefits, has a high acceptance in export/other
markets and is in a product category where customers needs and wants
change rapidly, substantially differentiates between the new product

pair in foreign companies.

Thus it is evident that key factors exist which discriminate between
new product success and failure in both Irish and foreign owned
companies. The Kkey success factors consist of a mixture of both
controllable and environmental variables. In addition, both
similarities and differences exist between Irish and foreign owned
companies in relation to the impact of the six groups of variables on

new product success in the Irish market.
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New Product Success And Failure Factors By Type Of Company

An analysis of the results indicates that in general both the
environmental and controllable variables have a different impact on
new product success in distributor and manufacturer companies.
Although the six groups of variables have a different impact,
nevertheless a mixture of both controllable and environmental
variables influence new product outcomes in the different types of

companies.

For example, the greatest differences between new product success and
failure in distributor companies stemmed from product advantage,
protocol, proficiently carrying out the market related activities, having
both marketing and product range synergy, financial characteristics of
the firm and the marketplace potential and competitiveness. These
variables were all found to have a dominant and strong impact on new
product success in distributor companies, while the predevelopment
activities, the structure and style of the organisation, distributor
support, marketing mix characteristics of the firm and the level of
market competitiveness only had a partial impact on new product

outcomes.

In relation to manufacturer companies, the results indicate that
protocol and financial characteristics of the firm were found to
discriminate substantially between new product success and failure.
Conversely, weakly related factors include proficiency of the
predevelopment and technological activities, marketing synergy and
top management support. Only certain elements of product advantage,
proficiency of market related activities, technological synergy,
marketing mix characteristics of the firm, organisational structure and
style and the environmental variables had an impact on new product

outcomes.
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The three Kkey success variables for distributors are developing a
product which yields a high contribution margin and developing a
product which is synergistic with the firm's existing
advertising/promotion and market research skills and resources. The
results suggest that the three main variables conducive to new product
success in manufacturer companies are launching a product in a
category where the purchase frequency is high, gaining high acceptance
of the new product in export/other markets and avoiding markets

where a dominant competitor exists.

Key factors then do exist which discriminate between new product
success and failure for both distributors and manufacturers. In
addition, differences are also evident in relation to the impact of
controllable and environmental variables on new product success in

both distributor and manufacturer companies.

New Product Success And Failure Factors by Size Of Companies

The results show that a mixture of both environmental and
controllable variables influence new product outcomes in small,
medium and large size companies, although differences exist due to

the size of the company.

Most of the environmental variables were found to discriminate
substantially between new product success and failure in small
companies. However, only certain controllable variables, such as
product advantage, technological and product range synergy and
financial characteristics of the firm have the same effect. Proficiency of
technological and market related activities had a partial impact on new
product outcomes. In addition some factors were only very weakly
related to new product success. These include proficiency of
predevelopment activities, marketing synergy, organisational structure

and style, marketing mix characteristics of the firm, top management
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support and distributor support.

In relation to medium sized companies, the results were very strong
with the majority of the controllable and environmental variables
discriminating between new product success and failure. In particular,
product advantage, proficiency of all the process activities, synergy, top
management and distributor support and the firms financial and
marketing mix characteristics exhibited substantial differences between
the new product pair. Only some of the market potential and
competitiveness variables and the organisational structure and style

variables had a partial impact on new product outcomes.

The environmental variables had a strong influence on new product
outcomes in large firm's, while the majority of controllable variables
were only partially or weakly related to new product success. For
example, product advantage, distributor support and financial
characteristics of the firm were the only variables found to have major
differences between new product success and failure. However, there
was only a weak relationship with proficiency of the protocol activities,
marketing synergy and the organisational structure and style. There
was no relationship at all with proficiency of technological activities,
technological and product range synergy and top management support.
Furthermore, proficiency of predevelopment and market related
activities and marketing characteristics of the firm only had a partial

impact on new product success.

It is, therefore, apparent that differences in company size affects the
impact of key success factors on new products. Environmental
variables have a strong effect on new product outcomes in medium
and large companies but only a partial impact on small companies
whereas the majority of controllable variables discriminate
substantially between the new product pair in medium sized

companies, yet only a few of them have a strong effect in small and
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large companies.

The findings indicate that the three main variables conducive to new
product success in small companies are launching a product in a
category where the purchase frequency is high, developing a product
that yields a high contribution margin to the firm and developing a
product that has unique benefits. In medium sized companies, it is
evident that all of the variables relating to technological synergy,
proficiency of technological activities and top management support
have a strong and dominant impact on new product success. This
would suggest that technology plays a key role on new product
outcomes in medium sized companies. The results show that the three
main variables which discriminate between new product success in
large companies are enthusiasm crowded on facts throughout the
entire development process, a high acceptance of the new product in
export/other markets and the product yields a high contribution

margin to the firm.

Therefore, while a mixture of certain controllable and environmental
variables determine new product success in small, medium and large
sized companies, their impact differs according to the size of the

company.

6.3 TEST OF OBJECTIVES

This information can now be examined in order to determine if the
second key objective is correct. The objective suggests that differences
exist in the development and launch of new food products on the Irish
market which ultimately effect their outcome. These differences will
contribute either to the success or failure of the new product. In order
to satisfy key objective 2, it is necessary to examine whether the six
groups of controllable and environmental variables influence the

outcome of new products.
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CONTROLLABLE VARTABT FS

6.3.1 Product Advantage

The findings indicated that two out of the five variables relating to
product advantage differentiated substantially between new product
success and failure. The most important variable being to launch a
product which has a high acceptance in export/other markets.
Therefore the results suggest that product advantage is related to the

outcome of new food products launched onto the Irish market.

6.3.2 Proficiency Of Process Activities

Proficiency of all the process activities was found to be linked to new
product success. Specifically, the protocol activities (defining the project
well) showed the greatest differences between the new product pair,
whilst proficiency of technological activities had the least impact on
new product success overall. However, proficiently carrying out the
product development was found to be the most important process
activity in determining new product success. The findings therefore
imply that proficiency in conducting the new product process activities
is related to the outcome of new food products launched on the Irish

market.

6.3.3 Synergy

The evidence suggests that marketing synergy has little influence on
new product outcomes with only minor differences evidenced between
the successful and failed product. Thus, it is only considered to be a
weakly related factor, whereas both technological and product range
synergy had a stronger impact on new product success. The findings
imply that having a good fit between the needs of the project and the

firm's R&D/product development skills and resources is most strongly
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linked to new product success. Thus, both technological and product
range synergy are directly related to the outcome of new food products

launched on the Irish market.

6.3.4 Organisational Structure And Style

There was limited evidence from the research results that
organisational structure and style, in general, is key to a successful
outcome. Only four out of the twelve variables showed large
differences between the new product pair, while the remainder showed
little or no differences. Devoting a high level of company resources to
the new product project was identified as the most important variable
to new product success. In addition, the results indicated that top
management support has a relatively weak impact, while only one of
the wvariables relating to distributor support was found to be a
determinant of new product outcomes. Overall the results imply that
organisational structure and style is not a decisive determinant of the

outcomes of new food products launched on the Irish market.

6.3.5 Firm Characteristics

The financial characteristics of the firm were found to be closely linked
to new product outcomes, with successful products having a much
stronger financial emphasis than failed products. In particular,
developing a product which vyields a high contribution margin
differentiated substantially between the new product pair. There was
only partial evidence that marketing mix characteristics influence new
product success. The most important variable being the level of
support given by the distribution channel. The findings suggest that
the financial characteristics of the firm are directly related to the
outcome of new food products on the Irish market, while the
marketing mix characteristics are only partially related to new product

SUcCcCess.
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Overall, the evidence shows that most of the variables over which the
firm has control during the innovation process are directly related to
the outcome of new food products launched on the Irish market.
Specifically, product advantage, proficiency of process activities,
technological and product range synergy and the financial
characteristics of the firm have a strong impact on new product success.
In addition, marketing synergy and marketing mix characteristics only
have a partial impact, while organisational structure and style was not

found to be a decisive determinant of new product outcomes.

ENVIRONMENTAL VARIABLES

6.3.6 Market Characteristics

Major differences were denoted between the new product pair in
relation to five out of the ten market potential variables. The main
variable found to be conducive to new product success was launching a
product in a category where the purchase frequency was high.
Similarly, the impact of market competitiveness closely paralleled that
of market potential, with two out of the four market competitiveness
variables discriminating between new product success and failure. It
must be noted that a high level of competitiveness in the marketplace
appears to result in new product failure. This is evidenced by the fact
that the majority of failed products, as opposed to the successful
products, were launched in a market where the level of competition
was much higher. The key variable leading to this outcome was the
existence of a dominant competitor in the market. Therefore, the
findings suggest that market potential and market competitiveness are
partially related to the outcome of new food products launched on the

Irish market.
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Overall the results show that environmental variables play a partial
role in determining new product success. The environmental variables
consist of fourteen variables relating to market potential and market
competitiveness. The research found that only seven out of the
fourteen substantially differentiated between new product success and
failure. Thus, the environmental variables appear to play a lesser role
in deciding the outcome of new products compared to the controllable
variables. Nevertheless, some of them do have a strong impact on new

product success.

Test Of Objectives By Company Ownership

An analysis of the results by company ownership denotes that key
factors exist which determine new product success and failure in Irish
and foreign owned companies. The following table shows the
relationship between the environmental and controllable variables on

new product success by company ownership.
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Table 6.11 Relationship between Controllable and Environmental

Variables on New Product Success by Company Ownership

Controllable Variables

Strongly Related

Product Advantage

Proficiency Of Process Activities

Technological And Product Range Synergy
Organisational Structure And Style
Firm's Characteristics-Finance

Partially Related
Firm's Characteristics-Marketing Mix

Weakly Related

Top Management Support
Marketing Synergy
Distributor Support

Environmental Variables
Strongly Related

Market Potential

Weakly Related
Market Competitiveness

Foreign Companies
Controllable  Variables

Strongly Related
Product Advantage
Firm's Characteristics-Finance

Partially Related

Proficiency Of Process Activities
Organisational Structure And Style
Firm's Characteristics-Marketing Mix
Marketing And Product Range

Synergy

Environmental Variables

Strongly Related
Market Potential
Market Competitiveness

This shows that both similarities and differences exist between Irish

and foreign owned companies in relation to the impact of controllable

and environmental variables on new product success. The majority of

controllable variables are directly related to new product success in

Irish companies, while the environmental variables play a lesser role.

Conversely, the environmental variables have a dominant impact in

foreign companies, although few of the controllable variables are

directly related to new product success.
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Test Of Objectives By Type Of Company

The findings suggest that differences exist which discriminate between
new product success and failure in distributor and manufacturer
companies.

and Environmental

Table 6.12 Relationship between Controllable

Variables on New Product Success by Type of Company

Distributors
Controllable Variables

Strongly Related

Product Advantage

Proficiency Of Protocol And Market
Related Activities

Marketing And Product Range Synergy
Firm's Characteristics-Finance

Partially Related

Proficiency Of Predevelopment Activities
Organisational Structure And Style
Distributor Support

Firm's Characteristics-Marketing Mix

Environmental Variables

Strongly Related
Market Potential
Market Competitiveness

Manufacturers

Controllable  Variables

Strongly Related

Proficiency Of Protocol Activities
Firm's Characteristics-Finance

Partially Related

Product Advantage

Proficiency Of Market Related
Activities

Technological Synergy

Firm's Characteristics-Marketing Mix
Organisational Structure And

Style

Weakly Related

Marketing Synergy

Proficiency Of Predevelopment And
Technological Activities

Top Management Support
Environmental  Variables
Partially Related

Market Potential
Market Competitiveness

The results indicate that a mixture of both the environmental and

controllable variables influence new product outcomes in the different
types of companies. In general, both types of variables have a different

impact on new product success in distributor and manufacturer

companies. For example, certain controllable and environmental
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variables are directly related to the outcome of new products launched

by distributor companies on the Irish market, while only some of the

controllable variables have the

companies.

same impact in manufacturing

Test Of Objectives By Size Of Company

The findings imply that there is a relationship between controllable

and environmental variables on

medium and large sized companies.

Table 6.13 Relationship between

new product success in small,

Controllable and Environmental

Variables on New Product Success by Size of Company

Small
Controllable Variables

Strongly Related

Product Advantage

Technological And Product Range Synergy
Firm's Characteristics-Finance

Partially Related
Proficiency Of Market Related
and Technological Activities

Weakly Related

Proficiency Of Predevelopment Activities
Marketing Synergy

Organisational Structure And Style

Firm's Characteristics-Marketing Mix
Top Management And Distributor Support

Medium
Controllable Variables

Strongly Related

Product Advantage

Proficiency Of Process Activities

Synergy

Top Management And Distributor Support
Firm's Characteristics

Partially Related
Organisational Structure And Style

Environmental Variables

Strongly Related
Market Potential

Partially Related
Market Competitiveness

Environmental Variables

Strongly Related

Market Potential
Market Competitiveness
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Large

Controllable Variables Environmental  Variables
Strongly Related Strongly Related
Product Advantage Market Potential
Distributor Support Market Competitiveness

Firm's Characteristics-Finance

Partially Related

Proficiency Of Predevelopment And
Market Related Activities

Firm's Characteristics-Marketing Mix

Weakly Related

Marketing Synergy

Proficiency Of Protocol Activities
Organisational Structure And Style

No Relation

Proficiency Of Technological Activities
Technological And Product Range Synergy
Top Management Support

It is apparent from the above results that a mixture of both
environmental and controllable variables determine new product
outcomes in small, medium and large sized companies, although
differences exist due to the size of the company. For example,
environmental variables have a strong impact on new product success
in medium and large companies but only a partial effect in small
companies. The majority of controllable variables discriminate
substantially between the new product pair in medium sized
companies, yet only a few have a strong effect in small and large

companies.

6.4 CONCLUSION - KEY OBTECTIVE 2

It has thus been establishedthat different controllable and
environmental factors exist in relation to companies developing and
launching new food products on the Irish market, which ultimately

result in their success or failure.
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In  relation to the controllable variables, product advantage,
technological and product range synergy and the financial
characteristics of the firm have a strong and dominant impact on new
product success. Proficiency of process activities, marketing synergy and
the marketing mix characteristics only have a partial effect, whilst
organisational structure and style was not found to be a decisive

determinant of new product outcomes.

In relation to the environmental variables, both market potential and
market competitiveness were found to be partially related to new
product outcomes, with certain variables having a dominant impact
on new product success. Furthermore, differences are also apparent in

relation to company ownership, type of company and company size.
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Chapter 7

Conclusions and
Recommendations



7.1 INTRODUCTION

The main aim of the research study is to determine if differences exist
in the development and launch of new food products on the Irish
market which ultimately result in their success or failure. In order to
determine this, two key objectives were formulated each of which had

several sub-objectives :

Objective 1. Patterns of Performance and Management Practices

Objective 2. New Product Success and Failure Factors

This chapter details the issues relating to the literature and to the
overall objective. Conclusions and recommendations for management

and for future research are also included.

7.2 PATTERNS OF PERFORMANCE AND MANAGEMENT
PRACTICES - ISSUES RELATING TO THE LITERATURE AND
CONCLUSIONS - Key Objective 1

The aim of this section of the research is to identify the patterns of
performance and management practices employed in companies
developing and launching new food products on the Irish market. The
purpose of this is to determine if differences exist, which ultimately
effect the success or failure of the new products on the marketplace.
The sub-objectives are examined in terms of the overall impact, the

impact of company ownership, type of company and company size.

7.2.1 Overall Impact

Amount Launched. Successful and Planned - Sub-objective 1A

Booz Allen and Hamilton (1982) found that most firms tend to have a

mixed variety of new products. Additions to existing product lines and
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improvements/revisions to existing products are the most common.
New product managers tend to be reluctant to introduce innovative
new products, such as new to the world products and new product
lines, because their variability of return is greater. The findings of this
research support this view. Specifically, the typical new product
program in companies developing and launching new food products
on the Irish market consists of a mixture of different types of new
products. It appears that the majority of companies are reluctant to
launch repositionings and cost reductions which require little or no
innovation and also refrain from launching truly innovative products
such as new to the world products. Instead they balance the level of
innovation by concentrating on new product lines, additions and
improvements and this is predicted to remain virtually the same next

year.

It has been suggested that new product development will become even
more important in the future as the estimated number of new
products introduced is forecast to substantially increase (Booz Allen
and Hamilton 1982, Hopkins 1980). This is reflected in the research
results which found that in the future the average amount of new
product introductions by companies is forecast to rise by twenty

percent.

The high incidence of new product failure has long been acknowledged
in the literature (Johne 1985, Craig and Hart 1992, Hisrich and Peters
1984, Cooper 1986, Crawford 1987). An investigation into firms new
product results concluded that a more realistic failure rate was
approximately thirty-nine percent for consumer products and thirty-
one percent for industrial products. In an Irish context, Tomlin and
O'Sullivan (1985) identified the success rate of established companies
to be sixty-eight percent, while that of newer companies to be ninety-
eight percent. In relation to the food industry, the reported level of

new product failure varies from fifty to ninety percent. However it was
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identified that new food products developed and launched on the Irish
market achieve very high patterns of performance, with an average

85% success level.

Empirical research has shown that the type of product innovation
being developed by a company has an effect on their overall success
(Johne 1985, Johne and Snelson 1987). The results from the first sub-
objective in this study strongly support this argument and found that
the type of new product introduced may influence the level of
performance achieved. More specifically, the less innovative the new
product, the higher the level of success attained. Most companies
prefer to concentrate on developing more innovative new products as
they still achieve a good level of success with these types of products.
Therefore, the type of new product developed and launched by
companies operating on the Irish market is related to the success or

failure of the product.

Strategic Business Requirements- Sub-objective IB

Past research identified that many companies set strategic roles for new
products and devise financial criteria as a yardstick to measure their
performance. The two most common new product roles were
defending a market share position and maintaining a position as a
product innovator, whilst the most commonly used performance
criteria were profit contribution, sales volume and return on

investment (Mahajan and Wind 1992, Booz Allen and Hamilton 1982).

The results of this research found that companies operating on the
Irish market set strategic roles for new products and also establish
formal financial performance criteria. The most common roles are
market driven, with the main one being to establish a foothold in a
new market. In addition, one-third of all companies formally measure

new product performance using on average two performance criteria.
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The two most commonly used are sales volume and profit
contribution. It has also been advocated in the literature that different
types of new product strategies are linked to specific levels of
performance (Cooper 1984). However, this research reveals that
establishing a strategic role for the new product does not influence its

outcome on the market.

The findings of a previous study suggest that new product
development will become even more important as new products are
expected to account for forty percent of corporate sales and profits in
the future (Booz Allen and Hamilton 1982). The analysis of
management practices in companies developing and launching new
products on the Irish market shows that approximately one-quarter of
total company sales and profits are generated by new products. This
implies that new products presently play an important role in
companies operating on the Irish market. However the cost of
introducing new products over the past five years has increased and if
this trend continues it could have a significant effect on the future

contribution of new products to company sales and profits.

Impact of Internal and External Factors- Sub-objective 1C

It has been suggested in the literature that the need for product
development is born out of environmental forces operating on the
marketplace (Rothberg 1981, Urban, Hauser and Dholakia 1987), while
it is recognised that certain internal factors, such as a short term
orientation by management, may become obstacles to successful new

product development (Booz Allen and Hamilton 1982.)

The results of the research are in agreement with this view. In
particular, the trend towards the increased development and
introduction of new products is supported by a number of external

factors. Technology advances, changing market requirements,
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shortening product life cycle's and world market competition are
expected to increase the number of new products introduced in the
future. Management practices are viewed as the principal internal
obstacles to new product development, with inadequate market
research and a lack of proven analytical techniques and a new product
strategy being the most significant. Therefore, the research results
support the notion that both internal and external factors could have
an impact on the future development and launch of new food

products by companies on the Irish market .

The New Product Process - Sub-objective ID

Despite the internal and external obstacles, the development and
launch of new food products will continue in the future. The
management practices presently employed incorporate the use of an
informal new product process where the stages are carried out
sequentially. This supports the underlying notion behind many of the
traditional new product development models, which suggest that the
stages should be undertaken sequentially (Heany and Vinson 1984,
Kotler 1986, Booz Allen and Hamilton 1982, Johne and Snelson 1987,
Cooper 1988). However some authors advocate the use of parallel or
simultaneous processing (Cooper 1988, Takeuchi and Nonaka 1986,
Johne and Snelson 1987), but this was found to result in lower levels of

new product success on the Irish market.

Booz Allen and Hamilton (1982) discovered that more management
attention and financial resources were devoted to the early steps in the
new product process. However this was not the case in companies
developing and launching new products on the Irish market. Instead,
it was identified that more management attention and financial
resources are given to the latter steps in the new product process, with
the main level of expenditure being utilised at the commercialisation

stage.
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It is suggested in the literature that the utilisation of a more
sophisticated new product process has led to a dramatic reduction in
the amount of ideas considered for every successful product launched,
from an average of fifty-eight to seven, while considering fewer ideas
was also found to be a distinctive trait of companies with more
successful products (Booz Allen and Hamilton 1982). The findings of
this research show that on average sixteen new product ideas are
usually considered for every new product introduced and the amount
of ideas in the future is forecast to increase. However, the lack of
management attention and financialresources given to the

predevelopment stages in the new product process may account for the
high amount of new product ideas usually considered. The new
product development process is believed to be a significant factor in
the success or failure of new products (Cooper 1988, Rothwell 1974,
Maidique and Zirger 1984, Cooper and Kleinschmidt 1987). Boag and
Rinholm (1989) contend that new product success is closely linked to
the use of a formal process. However some authors identified that the
use of formal methods was seriously lacking in many companies
across different industries (Boag and Rinholm 1989, Cooper and

DeBrentani 1988, Johne 1993).

In relation to this study, higher rates of success were found to accrue
from the use of a formal process where the stages are carried out
sequentially, although most companies operating on the Irish market
use an informal process. The results also indicate that considering
more rather than fewer new product ideasare conducive to higher
levels of performance. In addition, the percentage of overall
expenditure at each stage was not found to be a major factor in
determining success. Therefore, the use of a new product development
process in companies developing and launching new food products on
the Irish market is related to the success or failure of the new product,
while the breakdown of expenditure at each stage of the process does

not influence new product outcomes .
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Strategic Orientation- Sub-objective IE

It has been widely suggested in the literature that creating a new
product strategy, relating to corporate strategies and objectives, is
closely linked to new product performance (Dwyer and Mellor 1991,
Barclay and Benson 1990, Cooper 1984, 1987, Johne and Snelson 1985),
while a lack of new product strategy was found to be an obstacle to
successful new product development (Booz Allen and Hamilton 1982).
In addition Cooper (1984) surmised that it is imperative to adopt all the
elements of the winning strategy if a high level of success is to be
achieved. The results from this research strongly support these

arguments.

The majority of companies in this study were found to be strategically
oriented. For example a high proportion of companies have a strategic
plan, which includes the development and launch of new products,
and also set specific strategic objectives for new products. Furthermore,
the results suggest that success is more likely to occur in companies
that have a strategic plan and are more strategically oriented. This also
incorporates the formulation of a new product strategy to link
corporate objectives to the new product effort and provide direction for
the new product process. If this is carried out efficiently, the strategic
roles to be played by new products will be identified and financial
criteria  established (see Sub-objective Ib, Strategic Business
Requirements). Setting specific new product objectives does not appear
to be a major factor in determining the outcome of new products on
the marketplace. Therefore, the strategic orientation of companies
developing and launching new food products on the Irish market is
related to the success or failure of the new product, while the setting of
specific new product objectives is not a decisive determinant of new

product outcomes.
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New Product Structure and Style - Sub-objective IF

(Distributors and Manufacturers only)

Empirical research has identified that some companies use more than
one type of new product structure and that the choice was associated
with product specific requirements (Booz Allen and Hamilton 1982,
McTavish 1984, Mahajan and Wind 1992). Among the structures
commonly used are free standing units, such as new product
departments, venture groups and interdisciplinary teams, and
functionally based units in existing departments. The typical new
product structure and style used in manufacturer companies operating
on the Irish market consists of a functionally based unit in an existing
marketing/R&D department, while half of the companies encourage a
product champion whilst the majority of them do not have a senior

new product manager.

Although previous research has identified that the new product
organisational structure is only a minimal factor contributing to the
success of new products (Booz Allen and Hamilton 1982, Kuczmarski
1992), the results of this study suggest that the type of new product
structure and style does affect the level of performance achieved. For
example, the presence of a new product department and a functionally
based unit in an existing marketing/R&D department were found to
relate more strongly to higher levels of success, whereas lower levels of
performance were experienced in companies who used venture teams
for new product purposes. In addition, the role top management and
product champions play in the new product development process have
been found to enhance new product performance in previous research.
(Johne and Snelson 1988, Sands 1983, Craig and Hart 1991, Barclay,
Benson and Lunt 1990, Booz Allen and Hamilton 1982, Crawford 1987,
Dwyer and Mellor 1991).
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However, the findings of this study suggest that the role certain people
play in the new product process may actually hinder rather than help
improve the level of performance achieved. For example, the presence
of a product champion and senior new product manager in
manufacturer companies, resulted in lower levels of success than
those companies who lacked them. A possible explanation for this is
that these people become too involved in the process and pursue an
idea even if it is likely to be a failure. Thus, the new product structure
and style in companies developing and launching new food products

on the Irish market is related to the success or failure of the product.

Company Resources And Skills- Sub-objective 1G

It has been suggested that the success of a firm's new product program
hinges on the resources and skills of the firm (Link 1987, Cowan 1989).
For example, having a good fit between the needs of the project and
the existing resources and skills of the firm (synergy) has frequently
been cited as a key influence on new product performance (Kulvik
1977, Cooper and Kleinschmidt 1987a,b, Maidique and Zirger 1990,
Craig and Hart 1991). Similarly, Globe, Levy and Schwartz (1973) found
that a common characteristic of outstanding innovation studies related
to having sufficient development resources throughout the entire new
product process, while Voss (1985) suggested that success accrues from

having adequate resources.

This was reflected in the findings of this study. On average, the
perceived level of resources and skills in companies operating on the
Irish market are good. The main strengths appear to lie in
management and salesforce/distribution, closely followed by financial
and production resources and skills. In addition, a relationship
emerged between the perceived level of company resources and skills
and the level of new product success achieved. Those companies

whose overall level of resources and skills were rated +3 or better,
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attained a significantly higher success rate with new products
compared to those companies with a less than +3 level of resources
and skills (on a scale of +5 to -5). Therefore, the level of company
resources and skills is related to the outcome of new food products

developed and launched on the Irish market .

7.2.2 COMPANY OWNERSHIP

Amount Launched. Successful and Planned

Differences emerged in relation to the patterns of performance and
management practices employed in Irish and foreign owned
companies. Irish companies appear to be more innovative than
foreign companies as they launch a higher proportion of more

innovative new products such as new product lines.

Importantly, it appears that there is a relationship between the type of
new product introduced and the level of performance achieved in
Irish and foreign companies. Specifically, the less innovative the new
product, the higher the success level attained. On a competitive level,
Irish companies appear to capitalise more on their strengths with
specific new products, while on an individual basis, both types of
companies launch a low amount of those products in which they

achieve the highest levels of success.

Strategic Business Requirements

The most common strategic roles set by Irish and foreign owned
companies are market driven, the main one being to establish a
foothold in a new market. In addition, establishing a strategic role for
the new product does not influence its outcome on the market. More
foreign owned companies measure new product performance

compared with Irish companies. The two most commonly used criteria
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are sales volume and profit contribution, while new products play a far
greater role in terms of contribution to sales and profits in Irish

companies.

Impact of Internal and External Factors

Various external factors are envisaged to affect Irish and foreign owned
companies in different ways. The principal factor that would cause
Irish companies to launch more new food products in the future
would be changing consumer needs. Technology advances, changing
consumer needs and shortening product life cycles would increase the
amount of new products introduced by foreign companies, whereas
more government regulations on food would have a negative impact.
Management practices are viewed as the principal internal obstacles to

successful new product development for Irish and foreign companies.

The New Product Process

The majority of Irish companies use an informal new product
development process and carry out the stages sequentially. Similarly,
most foreigh companies carry out the process sequentially, although
the use of a formal process is predominant. The breakdown of
expenditure at each stage of the process does not differ by company
ownership, with the last three stages receiving the majority of
expenditures. However, foreign companies consider significantly more
new product ideas on average than Irish companies. In relation to new
product outcomes, the percentage of overall expenditure at each stage
was not found to be a major factor in determining success for Irish and
foreign owned companies. Higher rates of success accrue from the use
of a formal process where the stages are carried out sequentially. Thus,
on a competitive level, Irish companies benefit from a greater use of
sequential processing, whereas foreign companies benefit from a

greater use of a formal process. The results also indicate that
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considering more rather than fewer new product ideas is conducive to
higher levels of performance and this is more predominant in foreign

companies.

Strategic Orientation

Foreign companies are much more strategically oriented as a greater
amount carry out strategic planning and set strategic objectives than
their Irish counterparts. Furthermore, a competitive advantage accrues
to foreign companies as they are more strategically oriented than Irish
companies and this is conducive to higher levels of new product

Success.

Company Resources And SKills

Both types of companies claim to have a high level of management
and salesforce/distribution resources and skills, while foreign
companies claim to be stronger in relation to financial and
advertising/Zpromotion resources and skills. In addition, a relationship
emerged between the perceived level of company resources and skills
and the level of new product success achieved. Thus foreign
companies have a much greater opportunity for new product success
as a higher proportion of them claim to have a strong level of

resources and skills.

7.2.3 TYPE OF COMPANY

Amount Launched, Successful and Planned

Differences emerged in relation to the patterns of performance and
management practices employed in distributor and manufacturer
companies. It was identified that distributor companies launch more

innovative new products in greater quantities than manufacturers. It
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appears that the type of new product introduced may influence the
level of performance achieved in distributor and manufacturer
companies. Specifically, the less innovative the new product, the
higher the success level attained. Overall on a competitive and
individual basis, manufacturers capitalise more on their new product

strengths compared to distributors.

Strategic Business Requirements

The most common strategic roles set by distributors and manufacturers
are market driven with the main one being to establish a foothold in a
new market. In addition, establishing a strategic role for the new
product does not influence its outcome on the market. More
manufacturers measure new product performance compared with
distributors. The two most commonly used criteria are sales volume
and profit contribution, while the average contribution of new
products to total company sales and profits is far greater for

manufacturers.

Impact of Internal and External Factors

Changing consumer needs is the principal factor likely to cause both
distributors and manufacturers to launch more new products,
although it would have a greater affect on manufacturers. However
the main cause of reduced new product introductions for distributors
would be more government regulations. In addition, management
practices are viewed as the principal internal impediments to new

product development for both types of companies.

The New Product Process

The majority of both companies use an informal process and carry out

the stages sequentially. Similarly the breakdown of expenditures at
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each stages does not differ significantly by the type of company, with
the last three stages receiving the majority of expenditures. Differences
were evident in relation to the number of new product ideas
considered, with distributors usually considering more. The level of
top management support at each stage of the process did not vary in
the majority of manufacturer companies, whilst distributors appear to
be quite active with manufacturers throughout the various stages of
the new product development process. In relation to new product
outcomes, the percentage of overall expenditure at each stage was not
found to be a major factor in determining success for distributor and
manufacturer companies. Conversely, higher rates of success accrue
from the use of a formal process where the stages are carried out
sequentially. Both distributors and manufacturers benefit from a high
usage of sequential processing. However a low level of formal new
product processes are employed in both types of companies, although
more distributors have them than manufacturers and have a greater
opportunity for new product success. The results also indicate that
considering more, rather than fewer, new product ideas are conducive
to higher levels of performance and this is more predominant in

distributor companies.

Strategic Orientation

In general, a greater amount of manufacturers have a strategic plan
than distributors, although more distributors set specific strategic new
product objectives. Furthermore, success is more likely to occur in
companies that have a strategic plan, whilst setting specific new
product objectives does not appear to be a major factor in determining
the outcome of new products on the marketplace. Thus a competitive
advantage accrues to manufacturers due to the higher presence of

strategic plans.
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Company Resources And Skills

Finally, a comparison of the level of resources and skills shows that
both types of companies claim to have a strong level of management
and salesforce/distribution resources and skills. On a competitive basis,
distributors claim to be much stronger in relation to finance and
advertising/Z/promotion, whilst manufacturers claim to have greater
market research resources and skills. In addition, a relationship
emerged between the perceived level of company resources and skills
and the level of new product success achieved. Distributors have a
much greater opportunity for new product success as a higher

proportion of them claim to have a strong level of resources and skills.

7.2.4 SIZE OF COMPANY

Amount Launched, Successful and Planned

Differences emerged in relation to the patterns of performance and
management practices employed by company size. Large companies
launch more innovative new products than medium and small
companies, while large and small companies achieve much higher
overall levels of new product success than medium sized companies.
In addition, the type of new product introduced appears to contribute
to the level of performance achieved. Specifically, the less innovative
the new product, the higher the success level attained. On an
individual level, small companies capitalise more on their specific
new product strengths. On a competitive level, large and small
companies launch greater proportions of those products in which they

achieve higher levels of success.
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Strategie Business Requirements

The most common strategic roles set by small, medium and large size
companies are market driven with the main one being to establish a
foothold in a new market. In addition, establishing a strategic role for
the new product does not influence its outcome on the market. More
medium sized companies measure new product performance
compared with small and large companies. The two most commonly
used criteria are sales volume and profit contribution. The average
contribution of new products to total company sales and profits is
greater for medium sized companies, which is surprising when one
takes into consideration their performance level compared to small

and large companies.

Impact of Internal and External Factors

Changing consumer needs is the main factor likely to cause all of the
companies to launch more new products, although it would have the
least affect on larger companies. In addition, technology advances,
increased foreign competition in Ireland and shortening product life
cycles would also have an impact on small, medium and large size
companies respectively. Increased capital costs would cause medium
sized companies to reduce the amount of new product introductions.
Furthermore, management practices are viewed as the principal
internal impediments to new product development for small
companies, while a delay in making decisions is the most likely

impediment in large companies.

The New Product Process

There is a relationship between company size and the use of a formal
new product process. It is evident that as companies increase in size,

they employ a more formal approach to new product development.
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More small and large companies carry out the stages sequentially. In
addition, the breakdown of expenditure at each stage of the process
does not differ by company size. However it is apparent that more new
product ideas are considered as companies increase in size. In relation
to new product outcomes, the percentage of overall expenditure at
each stage was not found to be a major factor in determining success in
small, medium and large companies. However, higher rates of success
accrue from the use of a formal process where the stages are carried out
sequentially. Thus, on a competitive level, large companies benefit
from a high use of formal and sequential processing, whereas more
small companies gain from carrying out sequential processing but only
a low level use formal processes. Conversely, more medium sized
companies use formal processes than small companies, but a lower

level carry out the stages sequentially.

It is apparent that more new product ideas are considered as companies
increase in size. However this leads to higher levels of performance in
small and medium sized companies and is more predominant in
medium companies. In larger companies, considering more new

product ideas appears to lead to failure.

Strategic Orientation

Size also appears to be a key factor in relation to the strategic
orientation of companies, with more strategic planning and setting of
new product objectives occurring as companies increase in size. Thus,
a competitive advantage accrues to medium and large companies as
they are more strategically oriented than small companies and this is

conducive to higher levels of new product success.

232



Company Resources And Skills

Finally, the perceived level of resources and skills tends to improve as
companies increase in size. A comparison of all the companies denotes
that larger companies claim to be somewhat stronger in relation to
R&D and market research. Financial, engineering, production and
salesforce/distribution resources and skills are all rated higher in
medium and large companies compared to small companies. In
addition, a relationship emerged between the perceived level of
company resources and skills and the level of new product success
achieved. Thus, larger companies have a much greater opportunity for
new product success as a higher proportion of them claim to have a
strong level of resources and skills than small and medium sized

companies.

7.25 OVERALL CONCLUSION -KEY OBJECTIVE 1

The firm conclusion that has been reached in light of the research
findings and the preceding sections of this chapter is that differences
exist in the patterns of performance and management practices of
companies developing and launching new products on the Irish

market, which contribute to the level of success and failure achieved.

Specifically, the type of new product being developed and launched,
the type of new product process employed, the strategic orientation of
companies, the type of new product structure and style and the level of
company resources and skills are factors which influence the outcome
of new products. The presence of these factors in companies
developing and launching new food products on the Irish market will
contribute to the ultimate success levels achieved. Conversely, their
absence is likely to result in higher levels of failure for the new
product. The strategic role established, the setting of new product

objectives and the breakdown of expenditure at each stage of the
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process do not have a direct effect on the level of new product
performance achieved. Furthermore, differences are evident in
relation to company ownership, type of company and company size
which also affect the outcome of new products on an individual and

competitive level.

7.3 RECOMMENDATIONS - Key Objective 1

The following recommendations for management are made in light of

the research findings.

7.3.1 Amount Launched. Successful and Planned

Companies developing and launching new food products on the Irish
market similar to those examined in the study should increase the
development of less innovative new products which attain higher
levels of success. In addition, the success level of more innovative new
products needs to be improved. One possible solution is to implement
the factors found to be conducive to higher levels of success. The lack
of development in relation to new to the world products could be a
barrier to competitiveness abroad, especially as the issue of scale has
been identified as a weakness in Irish companies. Thus, more Irish
companies need to consider developing those types of products and
perhaps be encouraged to do so through support from Government
agencies and semi-state bodies. Alternatively, they could seek extra
resources internally to devote to new product development or
consider strategic alliances to overcome their weaknesses in relation to

size.

7.3.2 Strategic Business Requirements

Although the setting of strategic roles was not found to be a decisive

determinant of new product outcomes, nevertheless it provides
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direction for the new product process and ensures the fulfilment of
new product objectives. Thus, it should be maintained in the future.
Similarly establishing new product performance criteria and strategic
roles enables companies to have a benchmark on which to measure
the contribution and effectiveness of the new product both internally
and externally. Therefore, it should also continue to be a common
practice in all companies operating on the Irish market, irrespective of
type of company, company ownership and company size. In addition,
it was found that new products can contribute significantly to company
sales and profits. However, an increase in costs relating to the
development and introduction of new products on the marketplace
could hinder their future contribution. As the majority of companies
have experienced an increase in costs over the past five years, they
must take cognisance of this fact and try to prevent the costs from
rising further. One way to alleviate this problem is by incorporating
those factors found to be conducive to new product success, and thus

reduce the level of new product failure.

7.3.3 Impact of Internal and External Factors

Companies must frequently scrutinise the external environment to
ensure that they identify changes and develop new product
opportunities which emerge. They must also evaluate internal
strengths and weaknesses to ensure that obstacles to the successful
introduction of new products are either eliminated, curtailed or
prevented from occurring altogether, while strengths are enhanced.
Specific internal obstacles were identified in relation to companies
overall, company ownership, type of company, and company size. It is
imperative that the respective companies take cognisance of those
factors salient to them and adapt accordingly. Attention must also be
given to those specific external factors which could affect the future
introduction of new products. This will enable companies to prepare

for their possible occurrence, and to guarantee that if the situation
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arises, it results in new product opportunities as opposed to threats.

7.3.4 The New Product Process

Management must recognise the importance of a formal new product
process, which adheres to strict guidelines and practices, and the
necessity of sequential processing, which are both more conducive to
higher levels of performance. In general, more companies need to
switch from taking a haphazard approach to new product
development and instead, formalise their new product process
activities. Although the percentage of expenditure at each stage in the
process was not found to influence new product success, nevertheless
more management attention and financial resources were given to the
latter steps in the process. This may account for the large amount of
new product ideas considered overall. However, investing more
resources in the predevelopment stages may reduce the number of
ideas considered and result in a better utilisation of resources. This is
of particular importance to companies as the amount of ideas in the
future is forecast to increase. Nevertheless, a balance must be obtained

between considering too many and too few ideas.

Specifically, it was found that considering more rather than fewer new
product ideas resulted in higher levels of success. However, substantial
differences were evident in relation to the amount of new product
ideas wusually considered and the amount actually considered in
relation to the new product pair. For example, a larger amount of ideas
were considered for the successful, compared to the unsuccessful
product, although the amount was substantially smaller than the
number of ideas considered overall. This reinforces the notion that an
optimum balance exists between considering too few and too many
new product ideas. It suggests that companies overall, irrespective of
ownership, type and size, need to be more selective when considering

new product ideas, to ensure this optimum balance is achieved.
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7.3.5 Strategic Orientation

It is essential that companies developing and launching new food
products on the Irish market are strategically oriented, if a successful
outcome is to be achieved. Devising strategic plans and formulating
new product strategy will ensure that the new product effort fulfils
corporate objectives and provides direction for the new product
process. In addition strategic orientation is a necessity throughout the
whole organisation and not just in relation to new product
development. Therefore, companies in general must adopt a more
strategically oriented approach, beginning with the setting of corporate

strategy and objectives.

7.3.6 New Product Structure and Style

In relation to new product structure and style, manufacturers should
establish a new product department if higher levels of performance are
to be achieved. In those companies where financial resources are
constrained, establishing a functionally based unit in an existing

marketing/ R&D department will also enhance success.

7.3.7 Company Resources and Skills

Weaknesses were identified in relation to company resources and
skills in general, and also by company ownership, type of company and
company size. This problem must be addressed, if the success rate is to
be improved and companies are to remain competitive. One possible
remedy would be to seek more assistance from government agencies,
semi state bodies or from internal budgets. Again a similar solution is
offered, which is to seek extra financial resources from either internal
or external sources or to engage in strategic alliances were costs may be

shared by those involved.
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7.3.8 Overall Recommendation - Key Objective 1

Overall, it is apparent that the future success of new product
development in the Irish food industry is largely dependent on
management's actions. This research has identified specific areas
which need closer attention and require change if new product success
rates are to improve. One of the more recent criticisms of new product
development literature is that management is not implementing the
necessary changes because of a lack of clear and meaningful normative
guidelines which can be employed (Cooper 1983, Craig and Hart 1991,
Barclay 1992). In view of this, the aim of the recommendations
outlined in this research is to detail more specifically the type of
actions needed. However, recognising that change must be made is
only the first step in the process; implementing the necessary changes
requires a commitment and dedication by management to the entire
new product development process. The advantages that will accrue
from this will largely be characterised by increased new product
performance and more resources devoted to future new product

development.

7.4 NEW PRODUCT SUCCESS AND FAILURE FACTORS -
ISSUES RELATING TO THE LITERATURE AND
CONCLUSIONS - Key Objective 2

One of the main aims of this section of the research is to ascertain if
different controllable and environmental factors exist in relation to
companies developing and launching new food products on the Irish
market which ultimately results in their success or failure. In
particular, variables relating to product advantage, proficiency of
activities, synergy, organisational structure and style, firm
characteristics and market characteristics were examined to determine
their effect on new product outcomes. In addition, issues relating to

the literature are addressed in light of the research findings. The
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conclusions are examined in terms of the impact of controllable and

environmental variables.

CONTROLLABLE VARIABLES

Product Advantage - Sub-objective 2A

Empirical research has shown that a product which offers a significant
advantage to the consumer is one of the most important dimensions
contributing to new product success (Utterback et al, Cooper 1979, 1980,
1990 Cooper and Kleinschmidt 1987 a, b). The results from this study
supported this argument and found that the most important variable
is to launch a product which has a high acceptance in export/other
markets. Thus, product advantage appears to effect the outcome of new
food products launched onto the Irish market. However, while it is
related to the outcome of new food products launched by most
companies, it is only partially related to new product success in

manufacturer companies.

Proficiency of Process Activities - Sub-objective 2B

It has been advocated in the literature that proficiency in conducting
the new product process activities leads to higher levels of
performance (Cooper 1990, Maidique and Zirger 1990, Globe et al 1973
Utterback et al 1976, Voss 1985, Link 1987, Barclay 1992). The results
support this argument and find that the protocol activities are the
most important, while proficiency of technological and market related
activities are the least important. Overall, carrying out the product
development activity was found to be the most salient activity in
determining new product success. Thus, proficiency in conducting the
new product process activities is partially related to the outcome of

new food products launched on the Irish market.
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The proficiency of process activities was strongly related to new
product outcomes in Irish and medium sized companies, while it only
played a lesser role in foreign, distributor and manufacturer, and small

and large companies.

Synergy - Sub-objective 2C

It has been suggested that success is more likely to occur if a firm builds
on its existing resources, skills and strengths rather than seeking new
opportunities far removed from its experience and resource base.
Specifically, both marketing and technological synergy have been
strongly recommended in the literature (Kulvic 1977, Booz Allen and
Hamilton 1982, Maidique and Zirger 1990, Cooper 1990, Craig and Hart
1991). However, this was only partially evident from the research

results.

Marketing synergy only has a weak impact on new product success,
whereas both technological and product range synergy are strongly
related. In particular having a good fit between the needs of the project
and the firm's R&D /product development skills and resources is most
strongly linked to a positive outcome. Therefore, both technological
and product range synergy appear to be related to the outcome of new
food products launched on the Irish market, whilst marketing synergy
is only a weakly related factor. This was found to be the case in relation
to Irish owned companies and small companies. In addition, all the
synergy variables were only partially related to new product success in
foreign and manufacturer companies, whereas they were strongly
related to success in distributors and medium sized companies.
However in large companies, marketing synergy was found to be only
weakly related to new product outcomes, while there was no
relationship between technological and product range synergy and new

product success.
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Organisational Structure and Style - Sub-objective 2D

Numerous research studies have identified various aspects of
organisational structure and style as facillitators to a successful product
outcome (Cooper and Kleinschmidt 1987, Link 1989, Johne and
Snelson 1989, Lillien and Yoon 1989, Maidique and Zirger 1990). There
was only limited support from the research results that organisational
structure and style, in general, is conducive to new product success. In
addition, the findings indicated that top management support has a

relatively weak impact and distributor support only a partial impact.

Nevertheless, devoting a high level of company resources to the new
product project was identified as the most important variable
discriminating between new product success and failure. Thus, the
conclusion is drawn that organisational structure and style is not a
decisive determinant of the outcomes of new food products launched
on the Irish market. This was found to be the case irrespective of

company ownership, type of company and company size.

Firm Characteristics - Sub-objective 2E

The notion that characteristics of the firm are a major determinant of
new product outcomes has been widely reported in the literature.
Several studies have shown that both elements of the marketing mix
and financial resources of the firm influence new product success
(Cowan 1989, Rothwell et al 1974, Voss 1985, Link 1987, Baker et al 1986,
Cooper and Kleinschmidt 1987). The results from this study found that
financial characteristics of the firm were salient to a positive outcome,
but here was only partial support that marketing mix characteristics are
related to success. Nevertheless, the two most important variables are
developing a product which yields a high contribution margin
(financial) and the level of support given by the distribution channel

(marketing mix). Therefore, financial characteristics of the firm are

241



directly related to the outcome of new food products on the Irish
market, while the marketing mix characteristics are only partially
related to new product success. This was apparent in relation to Irish
and foreign owned companies, distributors, manufacturers, small and
large companies. All of the firms characteristics were found to be
strongly related to a positive outcome in medium sized companies.
Thus, most of the variables over which the firm has control during the
innovation process are directly related to the outcome of new food

products on the Irish market.

ENVIRONMENTAL VARIABLES

Market Characteristics - Sub-objective 2F

Various authors have agreed that the interaction of the new product
within the market environment affects new product performance,
although there has been some debate as to the exact nature of this
relationship (Maidique and Zirger 1990, Cowan 1989, Link 1987, Lillien
and Yoon 1989, Cooper and Kleinschmidt 1987a,b, Cooper 1990). This
study found that there is a partial relationship between new product
outcomes and both market potential and market competitiveness.
However, it must be noted that a high level of competitiveness in the
marketplace appears to result in new product failure. The key variables
which discriminate between new product success and failure are
launching a product in a category where the purchase frequency was
high (potential) and the existence of a dominant competitor in the
marketplace (competitiveness). Therefore, market potential and
market competitiveness are partially related to the outcome of new

food products launched on the Irish market.

Both characteristics of the market were found to have a strong impact
on new product outcomes in foreign, distributor, large and medium

sized companies, they were only found to have a partial impact in
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manufacturer companies. In addition market potential was strongly
related to new product success in Irish and small companies, while
market competitiveness was only a weakly related factor in Irish

companies and a partially related factor in small companies.

Therefore, environmental variables only have a partial influence in
determining new product success. Furthermore, in comparison to the
controllable variables, they play a lesser role in deciding the outcome
of new food products on the Irish market. This implies that the fate of
new products lies to a certain extent in the hands of management.
However, the external environment over which the firm has no
control, will ultimately have an influence on determining the level of

performance achieved.

7.4.1 OVERALL CONCLUSION -KEY OBJECTIVE 2

Key objective 2 was strongly supported by the research results. The
firm conclusion that has been reached in light of the research findings
and the preceding sections of this chapter is that different controllable
and environmental factors exist in relation to companies developing
and launching new food products on the Irish market, although the
level of impact varies. These differences contribute to the success or
failure of the new product. Furthermore, differences are also evident

in relation to company ownership, type of company and company size.

The diagram on the next page illustrates those factors found to be
conducive to successful new product development. It is a hierarchial
framework denoting the level of impact the various factors have on
new product outcomes. It is based solely on the findings of this

research.
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Figure 7.1 Hierarchial Effect of Key Factors Determining New Product

Outcomes

7.5 MAIN OBJECTIVE -CONCLUSIONS

Both key objectives which form the core of this study, have been

supported by the findings of the research. Therefore, it is concluded

that :

differences exist in the development and launch of new food products
onto the Irish market which ultimately result in the success or failure

of the new product.

The results of this study support the main findings from Cooper et al's
(1980, 1982, 1984-1988, 1990, 1992, 1993) longitudinal research into new
product success and failure. However, a noticeable difference is evident
in relation to the level of impact of the various success factors. This
may be due to the unique nature of the Irish industry, which is vastly

different to those industries studied by Cooper and Kleinschmidt in
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Canada and America. Furthermore, the issues in relation to company
ownership, type of company and company size in the Irish food
industry, may not transcend global differences and therefore, may only

be of relevance in countries with similar economies to Ireland.

Additional Conclusions

Several broader conclusions emerged from this study into the
development and launch of new food products on the Irish
marketplace. Firstly, the outcome of new food products on the market
are determined bycertain key factors which relate to both
environmental andcontrollable variables. However, there is a
hierarchial effect in relation to the key success factors, which implies
that some factors have a stronger impact than others. Secondly, it is
evident that new product success is both predictable and partially
controllable. Variables over which management has control such as
product advantage and financial characteristics of the firm were found
to be central to success. In addition, synergy, proficiency of process
activities and marketing mix elements are also controllable and have a
partial impact on new product outcomes. However, other
environmental variables over which the firm has no control, also play
a role. Finally, new insights were gleaned in areas that had previously
not been researched extensively. For example, differences in company
ownership, type of company and company size were found to effect the
influence of key factors on new product success. Certain management
practices, such as the type of product being developed and launched,
the type of new product process employed, the strategic orientation of
companies, the type of new product structure and style and the level of
company resources and skills, were found to be more important than

would appear from existing empirical research.
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7.6 RECOMMENDATIONS - Key Objective 2

The following recommendations are made in light of the research
findings. The findings of the research indicate a number of ways to

improve new product performance.

7.6.1 Product Advantage

Companies developing and launching new food products on the lIrish
market must ensure that the product has a distinct and identifiable
advantage. More importantly, it is essential that the consumers
recognise that the product offers unique benefits not found in other
new products on the market. One way to ensure this is to conduct
extensive market research to determine if the product is superior in
the eyes of the consumer. Therefore, financial resources must be
devoted to carrying out market research. In addition, products which
have a high acceptance in export/other markets were found to be
determinants of new product success. In those areas where
manufacturers lack the available resources to develop new products
internally, one option is to seek new ideas from abroad, while
distributors should contemplate importing other new products from
abroad. In addition, product advantage must be used as a criteria in the
screening and evaluation of new product ideas, finally developing a
product advantage must become a key objective throughout the new

product process.

7.6.2 Proficiency of Process Activities

Management must ensure that not only are the key activities in the
new product development process carried out, but also that they are
undertaken proficiently. This reinforces the need both for formal
procedures and guidelines and sequential processing (see Section 7.3.4).

Carrying out the stages in the process formally and sequentially will
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ensure that the necessary activities are carried out proficiently and
with adequate time devoted to them. In addition, it is recommended
that the use of checkpoints or gates (as suggested by Cooper 1988) will
guarantee that each stage has been fully and adeptly completed before
the next stage proceeds. It is also essential that the necessary resources
are devoted to defining the new product project well, as the protocol
activities were found to be most important to a successful outcome.
This implies that market research plays a vital role in order to
proficiently define customer needs, wants and preferences, the product
specifications and requirements, the product concept and the target
market. It is also important that the predevelopment activities are
undertaken well. However, where financial resources are constrained,
less attention need be placed on the technological and market related
activities as these were found to be less important in determining

Success.

7.6.3 Synergy

Ensuring that the company has both technological and product range
synergy is a vital prerequisite for success. This implies that there is a
good ‘project-company fit' in terms of the technological skills and
resources and also in terms of the existing products being distributed by
the firm. These factors should be incorporated into a checklist for
screening and evaluating new product ideas. Using the existing market
resources and skills of the firm may not be sufficient and instead the
company should devote the necessary resources to marketing, where
appropriate. In addition, having a good fit between the needs of the
project and the existing products being distributed by the firm is

essential for distributor companies.

The main implication in this section is that the existing product range
and technological skills and resources should be sufficient for

conducting successful new product development. However, where
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these are lacking in companies, added financial resources are needed to
build on the existing skills and resources. This is especially pertinent
for those companies identified in the research as having weaknesses in
relation to certain resources and skills and reinforces the
recommendation outlined in section 7.3.7. Finally having synergy with
the firms R & D/ product development skills and resources was found
to the most salient variable relating to new product success. Again, this
reiterates the importance of adequate finances devoted to the market
research and appropriate procedures and guidelines for conducting the

new product process proficiently.

7.6.4 Organisational Structure and Style

The implications in relation to organisational structure and style are
particularly appropriate to management as they are entirely within
their control. Firstly, it is essential that ahigh level of company
resources are devoted to the new product project, if successis to be
attained. Therefore, management must ensure that the necessary
resources are allocated from the budget to new product development.
Communication, both inside and outside the organisation, must also
be effective and this requires that internal communication, specifically
between R&D/ manufacturing-marketing functions are well interfaced
and co-ordinated. In relation to distributors, communication between

the company and the manufacturer must be effective.

The project should also be clearly planned with goals and objectives
established. Thus, if the recommendationsin relation to strategic
orientation (section 7.3.5) are adhered to, then this should
automatically follow. In addition, top management should be
involved in the day-to-day management of the project. However,
caution is stressed here, as management must ensure that enthusiasm
does not crowd on facts throughout the entire development process.

This implies both in relation to management and the role other key
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people play in the process such as product advocates, technical
champions and senior management (see section 7.3.6). Finally, in
relation to distributors, a high level of support for the new product is
essential but companies should avoid having a high risk taking

attitude to new products.

7.6.5 Firm Characteristics

The importance of financial resources devoted to the new product
project has been repeatedly stressed in the preceding sections.
However, management must recognise that ensuring the magnitude
of investment in the new product project is large, will lead to a
successful outcome. This implies a need for financial commitment to
new product development, although where financial resources are
constrained, companies must look to external sources such as
Government agencies and semi-state bodies. In addition, costs must be
kept to a minimum and companies should prepare contingency plans
in the event that there is an unexpected high product cost, as without
adequate forethought of this occurring, failure is likely to ensue.
Furthermore, if costs are kept to a minimum, then the product should
yield a high contribution margin to the firm and this is closely tied to
success. Perhaps one way to reduce costs and enhance the new products
contribution to sales and profits, is by investing more in the
predevelopment stages of the new product process. This may reduce
the number of new product ideas considered and result in a better
utilisation of resources in the remaining stages of the process (see
section 7.3.4). An alternative solution would be to reduce the level of
new product failure by incorporating those factors found to be

conducive to new product success (see section 7.3.2).

Certain marketing mix implications are also evident. In relation to
manufacturers, obtaining distribution channel support for the new

product is imperative. In addition, all companies must ensure that
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adequate promotion and advertising effort are used. However,
distributors must be careful that the advertising and promotion effort
is not aimed at products which are doomed to become failures (see
section 7.3.6). Therefore, market research should be conducted prior to
the launch stage to test whether the product is likely to be a success or

failure, and the necessary actions taken.

7.6.6. Market Characteristics

Management should recognise that they have little control over the
environment in which the new product is launched. However there
are certain actions they can take to ensure that the environmental
influences result in a successful outcome for the new product. In
particular, new products should be launched in product categories
where the purchase frequency is high. Launching a product which is
very important to the customer, will also lead to success. Markets
should be targeted where the customers needs and wants for the
product change rapidly, although markets should be avoided where
customers are extremely satisfied with competitive products. These
characteristics relating to the market potential should be researched
extensively prior to committing resources to the new product project.
They should also become criteria to be used in the screening and

evaluation of new product ideas.

One of the main implications from the research findings is that
launching a new product in intensely competitive markets results in
new product failure. Therefore, market competitiveness needs to be
researched and evaluated early on in the process. In particular, the
existence of a dominant competitor in the market and a high degree of
loyalty to competitors products should refrain companies from
launching the new product in that market. Thus, companies should

avoid markets which show indications of being intensely competitive.
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Implications relating to company ownership, type of company and
company size are denoted in the following table. It is recommended
that management ensure those factors found to have a strong impact

on new product success are present in the respective companies.

Table 7.1 Salient New Product Success Factors By Company Type

Controllable Irish Foreign Distributor Manufacturer jmallMediumLargc

* * * *

Product Advantage  * *

Proficiency of

Process Activities

- Protocol *
- Predevelopment *
- Market Related *
- Technological

Synergy

- Marketing

- Technological *

- Product Range * * * if

Organisational

Structure & Style

- Top Mgt Support

- Distributor Support if

Firm's Characteristics
- Financial * * * * if if if

- Marketing

Environmental

Market Characteristics

- Market Potential * * * i if *
- Mkt Competitiveness * '
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7.6.7 Overall Recommendation - Key Objective 2

Overall, the recommendation for this section of the research indicates
a need to marry a financial commitment to new product development
with a commitment by management to the entire new product process.
Developing products which are synergistic with existing resources and
skills of the organisation, will aid new product development and
alleviate some of the burden on financial resources. One exception to
this is in the area of marketing, where new products may require new
marketing skills and resources. In addition, implementing the
necessary organisational structure and style will ensure that this
commitment to new product development will permeate throughout
the entire organisation. It is also imperative that close attention be paid
to the market environment in which the new products are launched.
Frequent market research is advocated to highlight any changes in the

marketplace and enable management to adapt accordingly.

7.7 RECOMMENDATIONS FOR FUTURE RESEARCH

The present study examined the influence of key success factors on the
success or failure of new food products developed and launched on the
Irish market. However, the influences exerted by the factors is very
complex due to its individualistic nature. For example, differences
were evident in relation to the impact of factors according to the
company ownership, type of company and company size. Add to this
differences which may occur depending on the type of products which
are developed, the nature of the marketplace in which they are
launched and differences in relation to the type of industry, and one
can see a multitude of intervening variables in operation. A very real
step forward would be a study examining whether the differences
relating to company ownership, type of company and company size are

universal.

252



Many other areas also need to be researched. For example, to examine
if there are similarities or differences in the influences exerted by the
key success factors in other sectors of the Irish food industry or in other
industries in the Irish market. The preliminary findings of this
research indicate that certain management practices which were found
to be more important than would appear from past empirical studies,
need to be researched more deeply to determine their specific impact
on new product success. Additional research should also be conducted
to examine other facets of management practices that may result in a
positive outcome. Perhaps, a study across the entire food industry
would elicit more distinct results rather than from just the secondary

food processing sector.

One has to keep in mind the small number of companies researched,
although a census was compiled. It may be that research conducted on
a broader scale would elicit more distinctive results. For example, a
greater percentage of larger companies may show the development of
new to the world products which were absent in companies included

in the present research.

There are many possible areas of further research in the theory of new
product development and key success factors (in the food industry)
that are still relatively unexplored. However, the knowledge provided
by this study does have implications for management and future
research should provide more interesting and concrete application of
the concept to the business environment. This is imperative because as
Cooper (1990 p.27) states 'an accurate understanding of why new products succeed

orfail is vital to improving new product performance”.
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Appendix



1972 1977 1982 1987

Bel/Lux 9 9 10 9
Denmark 33 31 30 26
Germany 5 4 5 4
Greece 40 25 22 21
Spain 26 16 13 14
France 18 11 13 11
Ireland 44 38 27 25
Italy 7 6 6 5 |
Netherlands 27 19 18 18
Portugal 13 8 5 4
U.K. 5 4 4 5

Table 1.1 Food Exports as % of Total Exports

Source: Europen, 1989.

A E £ D
Denmark 195 372 173.7 226
Germany 6.0 11.8 170.7 6.3
France 9.0 16.3 180.9 10.6
Ireland 23.6 440 1831 9.1
Italy 7.0 14.3 184.6 9.1
Luxemburg 6.6 8.6 140.5 5.6
Netherlands 168 26.6 2250 174
U.K 106 193 132.5 13.6

A- Employment as % of total number employed in manufacturing
B - Turnover as % of total turnover of manufacturing Industries
C - Turnover per person employed (ECU)

D - Gross value added in the food and drink industry at factor cost as % of total gross
value added in manufacturing

Table 1.2 Comparison of Food and Drink Industries In Some
Countries for 1985

Source: Europen, 1989.



Appendix



Questionnaire
Manufacturer



Types Of New Products
Q.la  The following is alist of different types of new products.
Please indicate how many of each type the company has launched over the past five years and how many were successful?

Type of New Product Amount Launched Amount Successful Amount Unsuccessful

New to the world products

New product lines

Additions to existing product lines
Improvements in/ revisions to existing products
Repositionings

Cost reductions

Q.lb Overall, which type was most successful and which type was most unsuccessful ?

Successful Unsuccessful----------
Q.2 How many of each new product does the company plan to introduce over the next five years ?
Type of New Product Plan To Introduce

New to the world products

New product lines

Additions to existing product lines
Improvements in/ revisions to existing products
Repositionings

Cost reductions

Q.3 Please indicate the most important strategic role the following types of products were expected to play ?

Successful Unsuccessful
1 Increase market share (¢] D
2. Defend market share position Q (o]
3. Establish a foothold in the new maiket o D
4. Preempt market segment (e} (o}
5. Other, please state D D
Internally Driven (company requirements)
6. Maintain position as product innovator (o] D
7. Exploit technology in new way (o]
8. Capitalise on distribution strengths (0] (o]
9. Use excess or off season capacity D C3
10. Other, please state (@] D

Q.4a  What percentage of total company sales were generated by new products ?

Q.4b  What percentage of total company profits were generated by new products ?

Expenditure on New Products
Q.5 Has the cost of introducing new products increased or decreased over the past five years ?

Increased d Decreased cD

Measurement Criteria for New Products
Q.6 Which of the following criteria are used to measure new products ?

Profit contribution
Return on investment
Sales volume
Payback period
Internal rate of return

Net present value

OUUDOUU

Other please state




Q.7 What impact do you expect the following factors to have on the introduction of new products by your company (over the

next five years?):-
Introduce Introduce Introduce
Factors More Same Fewer
Technology Advances O O 0O
Changing consumer needs O [} O
Shortening product life cycles 0 [} O
Increasing foreign market access [} [} [}
Increasing foreign competition in Irelanl [} O O
Increasing labour costs O O O
Government regulations [} [} [}
Increasing capital costs O [} [}

Internal Obstacles To New Product Development
Q38 The following is alist of internal obstacles which may impede the successful introduction of new products. Please rate the

likelihood of these impeding development in your company ? (On ascale of 1 - 4, where I=very likely to impede, 4=very
unlikely to impede).

very likely very unlikely
Management Orientation to impede to impede
Lack of attention to new products 1 2 3 4
Emphasis on short-term profitability 1 2 3 4
Management Practices
Inadequate market research 1 2 3 4
Lack of new product strategy 1 2 3 4
Lack of measurement criteria 1 2 3 4
Lack of proven analytical techniques 1 2 3 4
Organisation
Delay in making decisions 1 2 3 4
Ineffective communication between functions and departments 1 2 3 4
Current organisational structure 1 2 3 4
Unclear assignment of ultimate new product responsibility 1 2 3 4
Excessive top management involvement in process details 1 2 3 4
Lack of general business skills among new product managers 1 2 3 4
Other, please specify 1 2 3 4

The New Product Process

Q.9 Does the company operate a formal or informal new product development process?
Formal Process » Informal Process”™

Q.10  Are the different stages carried out sequentially or are some of the stages carried out simultaneously ?
Sequential Process » Simultaneous Process™

Q.11  Please indicate what percentage of total expenditures was allocated at each stage to the most successful product and the

most unsuccessful product ?
Most Successful Most Unsuccessful

New product strategy development - e
Idea generation [ ]

Screening and evaluation
Business analysis
Development

Testing []
Commercialisation —

Q.12  Did the level of top management support vary at any stage in the process for either the successful and unsuccessful
product?
Successful: Yes D No D Unsuccessful: ~ Yes D No m|

Which stage(s) received the most or the least attention ?  Most Attention Least Attention




Q.13 How many new product ideas are usually considered when developing new products and how many new product ideas
were considered for the most successful and unsuccessful new product ?

Overall Most Successful Most Unsuccessful
Number of new product ideas

Q.14a  Has the number of new product ideas increased or decreased over the past five years?

Increased Decreased

O O
Q.14b  What reasons have led to this increase/decrease ?

Q.14c Do you expect the number of new product ideas to increase or decrease over the next five years?

Increase Decrease
Overall D D
General - Strategic Planning
Q.15 Does the company have a strategic plan which includes developing new products? Yesd NoD

Q.16 Is the company committed to growth through new product development, as a strategic objective ? YesQ Nod

Q.17 Please tick the statement which describes the company's approach to growth ?

The company is committed to growing through

Internal new product development - own R&D department d
Contract new product development - hiring independent researchers/agencies D
Corporate acquisitions - buy other companies O
Patent acquisition - buy the right (0]

Licence acquisition - buy the licence

Other, please specify D

New Product Strategy
Q.18  Does the company set specific strategic objectives for new products ? Yes O No e

Q.19  Which of the following stages did the company complete when formulating new product strategy for both the successful
and unsuccessful product ?

Successful Unsuccessful

Set corporate objectives and corporate strategy Q (o]
Identify corporate growth role for new products H C]

Scan external environment D D
Analyse industry D D
Assess new product experience D cD
Assess internal capabilities Q d
Appraise corporate culture D tD
Appraise the product life cycle D D

New Product Structure and Style
Q.20  Please indicate which type of organisation structure exists in the company (for new product development)
Venture team e.g. free standing autonomous units D

New product department D

Functional (units) -part of existing planning.marketing, R&D or engineering departments

Q21 Is a product champion encouraged in the organisation ?
e.g.- Someone to promote and shepherded the new product concept through the development stage/accept personal risk

and made personal commitment. Yes O No D

Q.22 Isthere asenior new product manager in the company ? Yes O No O



Q.23

Please rate the company’s resources and skills relative to domestic competition in the following areas on a scale of

+5 to -5, where +5=extremely good and -5=extremely bad

Financial resources

R&D resources and skills

Engineering resources and skills
Marketing Research resources and sMls
Management resources and skills
Production resources and skills
Salesforce/distribution resources and skills
Advertising/promotion resources and skills

Number of Employees 1-10 G
Mainline of Business Distributor
Company Ownership DomesticO

11-20

G

H+H+3+2+ 0 -1-2-3-4-5
H+4+3+2+ 0 -1-2-345
H+4+34+241 0 ¢1-2-3-4S
+5+4+3+2+41 0-1-2-3-4-5
H+H+3+2+1 0-1-2-3 S
54 +3+2+41 01-2-3

HS+H+3+2+41 0 -1 2-34-s
HH3+2+ 0-1.2«3 <

D 21-50 D 51-100 D 101+ O

Manufacturer D

Domestic MNCD  Foreign D Foreign MNCP



The following is a list of variables which may effect the outcome of new products, either successful or unsuccessful. Please indicate
whether you agree agree or disagree (on the scale of 0 to 5 where 0= no affect, I=strongly disagree and 5 = strongly agree) that the
variable was presentin relation to

a) a successful product launched in the past five years
b) aproduct which failed after launch in the past five years

SUCCESSFUL UNSUCCESSFUL

Product Advantape
The product offered unique benefits to the customer, benefits not found

Ln competitive products 012 3 45 0 1 2 345
The product was the first of its kind on the market 012 3 45 0 1 2 3 45
The product was desi%ned/developed for worldwide use (v’s local use) 0123 45 0 1 2 345
The product required little change in attitudes and behaviour of users 0 1 2 3 45 0 1 2 3 45
There was a high acceptance of the new product in export/other markets 01 23 45 0 1 2 3 405
Market Potential

The product was very important to the customer 0 12 3 45
A high proportion of the market was foreign 0 12 3 45
Customers were extremely satisfied with competitive products 0 12 3 405
Existence of potential demand only (no actual demand) 0 12 3 45
Customer’s needs and wants for this product category change rapidly inthe marketO 0 12 3 45
The government played a major role in the marketplace 0 0 12 3 45
Buyer’s were very willing to try new products 0 0 12 3 45
Customers were very familiar with products in this category 0 0 12 3 45
Purchase frequency was high for this product category 0 0 12 3 45
Frequency of new product introductions in this market and productcategory 0 0 123 405
was high

Market Competitiveness

The competition in the marketplace was very intense 4 5 0 12 3 45
There were many competitors in the market 4 5 0 12 3 45
A dominant competitor existed in the marketplace 4 5 0 12 3 45
There was a high degree of loyalty to competitor’s product 4 5 0 12 3 45
Marketing» Svner<»v -there was a good fit between the needs of the project and...

the salesforce/distribution system of the firm 0 12 3 45 0 12 3 45
the firm’s advertising and promotion resoilrces and skills 0 12 3 45 0 12 3 45
the firm’s market research skills and resources 01 2 3 45 0 12 3 45
the firm’s management skills and resources 012 3 45 0 12 3 45
Technological Synergy -there was a good fit between the needs of the project and ....

the firm’s R&D or product development skills and resources 0 12 3 45
the firm’s engineering skills and resources 0 12 3 45
the firm’s production skills and resources 0 12 3 45
Protocol - prior to product development ...

the target market was well defined 4 5 0 12 3 45
the customer’s needs,wants and preferences were well defined 4 5 0 12 3 45
the product concept was well defined 4 5 0 12 3 45
the product specifications and requirements were well defined 4 5 0 123 45
Proficiency of Predevelonment Activities -the following stages were carried out proficiently

Idea Generation 0 0 1 2 3 45
Initial screening 01 0 1 2 3 45
Preliminary market assessment 01 0 1 23 45
Preliminary technical assessment 01 0 1 2 3 45
Detailed market study/ marketing research 01 0 1 2 3 45
Business/ financial analysis 0 1 0 1 23 405
Proficiency of Market Related Activities -the following activities were carried out proficiently

Preliminary market assessment 0 1 2 3 45 0 1 2 3 45
Detailed market study/marketing research 012 3 45 0 1 2 3 45
Customer test of prototype or sample 0 1 2 3 45 0 1 2 3 45
Trial selling/test market 012 3 45 0 1 23 45
Market Launch 012 3 45 0 1 23 405
Proficiency of technological activities -the following activities were carried out proficiently

Preliminary technical assessment 0 2 3 4 5 0 12 3 45
Product development 0 12 3 45 0 12 3 45
In-house testing of product (prototype) 012345 0 12345
Trial/pilot production 01 2 3 45 0 12 3 45
Production start up 0 1 2 3 45 0 12 3 45
There were technical problems in product and production design 0 12 3 45 0 12 3 45
Too Management Support

There was a high level of lop management support for the project 01 2 3 45 0 12 3 45
Top management was very involved in the day-to-day management of the project 0 1 2 3 4 5 0 12 3 45
Top management initiated the project 0 1 2 3 45 0 12 3 45
The management team consisted of senior managers with high levels of authority 0 1 2 3 4 5 0 12 3 45
Management had a high risk taking attitude 012345 0 1231435



STir.CESSFiri, UNSUCCESSFIII,

Firm Characteristics mFinance

The firm had adequate financial resources for the ;r)]roject 0 1 2 3 45 0 1 2 3 4 5
The product yields a high contribution margin to the firm 0 1 2 3 4 5 01 2 3 4 5
There was an unexpected high product cost 0 1 2 3 4 5 0 1 2 3 4 5
Relative magnitude of investment in the project was large 01 2 3 4 5 01 2 3 4 5
Firni Characteristics «sMwMing.iyik.

Distribution channel gave a lot of support for the new product 0 1 2 3 4 5 01 2 3 4 5
There was a good stock cover for the product 0 1 2 3 4 5 0 1 2 3 4 5
Adequate salcsforcc training and effort were used 01 2 3 4 5 01 2 3 4 5
Adequate promotion and advertising effort were used 01 2 3 45 0 1.2 3 4 5
Appropriate pricing strategies were used 0 1 2 3 45 01 2 3 45
Organisation Structure & Style /Human Resources

A technical champion managed the new product very well 0 1 2 3 4 5 01 2 3 4 5
A dedicated and strong product advocate managed the new product very well 0 1 2 3 4 5 01 2 3 4 5
Internal communication in the company was effective 0 1.2 3 4 5 0 1 2 3 45
R&D manufacturing - marketing functions were well interfaced and coordinated 0 1 2 3 4 5 01 2 3 4 5
A high level of company resources were devoted to the new product project 0 1 2 3 4 5 01 2 3 4 5
The project was clearly planned with goals and objectives established 0 1 2 3 4 5 01 2 3 4 5
Enthusiasm crowded on facts throughout the entire development process 0 1 2 3 4 5 0 1 2 3 4 5
Company politics affected the way the new product process was carried out 0 1 2 3 4 5 0 1 2 3 4 5
The product met management’s original expectations for it in all important 01 2 3 4 5 01 2 3 4 5

respects



Questionnaire
Distributor



Q.la  The following is a list of different types of new products.
Please indicate how many of each type the company has launched over the past five years and how many were successful?

Type of New Product Amount Launched Amount Successful Amount Unsuccessful

New to the world products —
New product lines -
Additions to existing product lines
Improverment« in/ revisions to existing products
Repositionings

Cost reductions

Q.lb Overall, which type was most successful and which type was most unsuccessful ?

Successful - Unsuccessful

Q.2 How many of each new product does the company plan to introduce over the next five years ?
Type of New Product Han To Introduce

Newtotheworldproducts s
Newproductlines e

Additions to existing product lines -
Improvements in/ revisions to existing products -

Repositionings

Cost reductions _
Q3 Please indicate the most important strategic role the following types of products were expected to play ?

E2teralinven (market recuirenrents) Successful Unsucce

1 Increase market share O O

2. Defend market share position O O

3 Establish a foothold in the new market O O

4. Strengthen position with key supplier O a

5. Other, please state O O

Intemallv Driven (company requirerments)

6. Maintain position as product innovator O O

7. Capitalise on distribution strengths O O

8. Other, please state O O

Q.4a  What percentage of total company sales were generated by new products ?
Q.4b  What percentage of total company profits were generated by new products ?  --------------

Expenditure on New Products
Q5 Has the cost of introducing new products increased or decreased over the past five years ?

Increased G Decreased D

Measurement Criteria for New Products
Q.6 Which of the following criteria are used to measure new products ?

Profit contribution
Return on investment
Sales volume
Payback period
Internal rate of return

Oood g

Net present value

Other please state




Q.7

Q.8

Q.9

Q.10

Q.1

Q.12

What impact do you expect the following factors to have on the introduction of new products by your company (over the
next five years?):-

Introduce Introduce Introdui
Factors More Sare Fewer
Technology Advances O O O
Changing consumer needs O O O
Shortening product life cycles O O O
Increasing fc*eign market access O O O
Increasing foreign competition in Ireland O O O
Increasing labour costs o a |
Government regulations O O O
Increasing capital costs O O O

Internal Obstacles To New Product Development

The following is alist of internal obstacles which may impede the successful introduction of new products. Please rate the
likelihood of these in your company ? (On ascale of 1 - 4, where I=very likely to impede, 4=very unlikely to impede).

. . very likely very unlikely
Management Orientation to impede to impede

Lack of attention to new products

Emphasis on short-term profitability

Management Practices

Inadequate market research

Lack of newproduct strategy

Lack of measurement criteria

Lack of proven analytical techniques

Organisation

Delay inmaking decisions

Ineffective communication between functions and departments
Current organisational structure

Unclear assignment of ultimate new product responsibility
Loyalty to established manufacturers

Lack of general business skills among new product managers
Other, please specify.

The New Product Process

Does the company operate a formal or informal process when considering the distribution of new products ?
Formal Process » Informal Process™

Avre the different stages carried out sequentially or are some of the stages carried out simultaneously ?
Sequential Process " Simultaneous Process”™

Please indicate what percentage of total expenditures was allocated at each stage to the most successful product and the
most unsuccessful product ?
Most Successful Most Unsuccessful

New product strategy development B e
Idea Generation
Screeningand evaluation s =
Business analysis
Development
Testing
Commercialisation

Have you ever been involved in any of the following activities with the manufacturer’s?

Idea Generation Yes O No O
Screening and Evaluation Yes O No O
Business Analysis Yes O No O
Development Yes O No O
Testing Yes O No O
Commercialisation Yes O No O



Q.13 How many new product ideas are usually considered when distributing new products and how many new product ideas
were considered for the most successful and unsuccessful new product ?
i Overall Most Successful Most Unsuccessful
Number of new product ideas
Q.14a Has the number of new product ideas considered, increased or decreased over the past five years?
Increased Decreased
Overall 0 Q
Q.14b  What reasons have led to this increase/decrease ?
Q.14c Do you expect the number of new product ideas to increase or decrease over the next five years?
Increase Decrease
Overall
General - Strategic Planning
Q.15  Does the company have a strategic plan which includes distributing new products? Yes O No D
New Product Strategy
Q.16  Does the company set specific strategic objectives for new products ? Yes D No D
Q.17 Which of the following stages did the company complete when formulating new product strategy for both the successful
and unsuccessful product ?
Successful Unsuccesi
Set corporate objectives and corporate strategy O O
Identify corporate growth role for new products O O
Scan external environment O O
Analyse industry O O
Assess new product experience O O
Assess internal capabilities O O
New Product Structure and Style
Q.18 s there any increased emphasis on distributing new products ?
Yes O No O
Q.19 Is there any particular person in the company who only distributes new products ?
Yes O No O
Q.20 Do you carry outjoint advertising and promotion with the manufacturer to help push the product?
Yes O No O
Q.21  Please indicate the degree of exclusiveness of products distributed by the company ?
Exclusive - only cany one manufacturer's line of products inany product area (6]
Selective - carry similar products for anumber of manufacturer’s D
Complimentary - cany complimentary product lines only D
Q.22 Please rate the company’s resources and skills relative to domestic competition in the following areas on a scale of
+5 to -5, where +5=extremely good and -5=extremely bad
Financial resources HH+3+2+10-1-2-34-5
Marketing Research skills and people HbH4+3+2+10-1-2-34-5
Management skills and people HbH4+3+2+1 0-1-2-3-4-S
Salesforce/distribution resources and skills 5 +4+3+2+1 0 -1-2-3-4-5
Advertising/promotion resources and skills 5+ +3+2+1 0 -1-2-3-4-5
Number of Employees 1-10 O 11-20 O 21-50 O 51-100 O 101+ 0O
Mainline of Business Distributor D Manufacturer D

Company Ownership Domesticd Domestic MNCD  Foreign D Foreign MNCD



1he following is a list ot variables which may ettect the outcome ot new products, either successful or unsuccessful. Hease indicate
whether you agree or disagree (on the scale of 0 to 5 where 0= no affect, 1-strongly disagree and 5 = strongly agree) that the
variable was present in relation to

a) a successful product launched in the past five years
b) aproduct which failed after launch in the past five years

SUCCESSFUL UNSUCCESSFUL

Product Advantage

The product offered unique benefits to the customer, benefits not found
in competitive products

The product was the first of its kind on the market

The product was designed/developed for worldwide use (v’s local use)
The product required little change in attitudes and behaviour of users
There was a high acceptance of the new product in export/other markets
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Market Potential

The product was very important to the customer

A high proportion of the market was foreign

Customers were extremely satisfied with competitive products

Existence of potential demand only (no actual demand)

Customer’s needs and wants for this product category change rapidly in the market
The government played a major role in the marketplace

Buyer’s were very willing to try new products

Customers were very familiar with products in this category

Purchase frequency was high for this product category

Frequency of new product introductions in this market and product category
was high
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Market Competitiveness

The competition in the marketplace was very intense

There were many competitors in the market

A dominant competitor existed in the marketplace

There was a high degree of loyalty to competitor’s product
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Marketing Synergy -there was a good fit between the new product and..,
the salesforce/distribution system of the firm

the firm’s advertising and promotion resources and skills

the firm’s market research skills and resources

the firm’s management skills and resources
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Product range synergy - there was a good fit between the new product and ...
existing products being distributed by the firm 0 1 2 3 4 5 0 1 2 3 4 5

Protocol - prior to distributing the new product ...
the target market was well defined
the customer’s needs,wants and preferences were well defined
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tag activities with the manaufacturer

Idea Generation 0 2 0

Initial screening 0

Preliminary market assessment 0

Preliminary technical assessment 0

Detailed market study/ marketing research 0
0

Business/ financial analysis
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Proficiency of Market Related Activities -the following activities were carried out proficiently
Customer test of prototype or sample 0 1 2
Trial selling/test market 0 1 2
Market Launch 0 1 2
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Distributor Sunnort

There was a high level of support for the new product

The distributor initiated the new product development

The company had a high risk taking attitude to new products
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Firm Characteristics - Finance

The product yields a high contribution margin to the firm
There was an unexpected high product cost

Relative magnitude of investment in the product was large
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Firm Characteristics - Marketinp Mix

A lot of effort was placed on distributing the new product
There was a good stock cover for the product

Adequate salesforce training and effort were used
Adequate promotion and advertising effort were used
Appropriate pricing strategies were used
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SUCCESSFUL UNSUCCESSFUL

Organisation Structure & Style / Human Rcsourccs

The sales rep. placcd strong emphasis on distributing the product 01 2 3 45 0 12 3 45
A dedicated sales rep. distributed new products only 0 1 2 3 4 5 0 1 2 3 4 5
Communication between the company and the manufacturer was effective 0 12 3 45 0 1 2 3 4 5
A high level of company resources were devoted to the new product 0 12 3 45 0 1 2 3 4 5
The distribution of the new product was clearly planned with goals and objectives

established 0 1 2 3 45 0 1.2 3 45
The product met management’s original expectations for it in all important 012 345 012 345

respects



Appendix



Strategic Research & Development Programme

College of Marketing & Design. Telephone: 01-363000 (ext 65). Fax: O01-
740505.

Dear

I am undertaking research for a Master's degree in the area of new product
development and would like you to participate in the research. My aim is to
examine trends and patterns of performance in the Irish food industry over the past
five years, with the intention of identifying factors relating to the success or failure
of new products. Specifically, the research focuses on manufacturers and
distributors operating on the Irish market.

Please be assured that all information received will be treated with the
utmost confidentiality and any subsequent reporting of results will be stated
generally and will not provide any company specific information. A summary of
the survey results and conclusions will be available to you on request.

I am aware of how valuable your time is, but by participating in the research
you will provide a valuable contribution to understanding the performance
characteristics of this sector of the Irish food industry. Therefore, I would be
delighted if you agree to participate in the research and hope that we can meet
shortly.

I will contact you by telephone within the next few days. Thank you for
taking the time to read this letter and for considering my request,

Yours sincerely,

Abigail Samuels

Post-Graduate Research Centre, C.O.M.A.D., 40 Mountjoy Square, Dublin 1.



Appendix



Impact of Company Ownership on
New Product Success and Failure:

Irish (p. 1)
Foreign (p. 5)



Variable Name Irish Irish
SUCCESSFUL UNSUCCESSFUL Difference

PRODUCT ADVANTAGE 0 0
Product Offered Unique Benefits To Customer 95 71 24
Product Was First Of Kind On Market 57 48 9
Product Was Developed For Worldwide Use 43 28.5 14.5
Product Required Little Change In Attitudes And Behaviours Of Users 76 57 19
High Acceptance Of New Product In Export/Other Markets 52 14 38
MARKET POTENTIAL 0 0 0
Product Was Very Important To Customer 76 38 38
High Proportion Of Market Was Foreign 48 33 15
Customers Were Extremely Satisfied With Competitive Products 38 57 -19
Existence Of Potential Demand Only 86 81
Customers Needs And Wants For This Product Category Change RapidIl\ 57 48
Government Played A Major Role In Marketplace 5 5
Buyers Were Very Willing To Try New Products 90 86
Customers Were Very Familiar With Products In This Category 71 52 19
Purchase Frequency Was High For This Product Category 100 19 81
Frequency Of New Product Introductions In This Market And Product C 48 24 24
MARKET COMPETITIVENESS 0 0 0
Competiton In The Marketplace Was Intense 57 62 -5
There Were Many Competitors In The Market 38 43 -5
A Dominant Competitor Existed In The Marketplace 29 67 -38
There Was A High Degree Of Loyalty To Competitor's Product 33 38 -5
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of T 0 0
The Salesforce/Distribution System Of The Firm 90.5 90.5
The Firm's Advertising/Promotion Resources And Skills 67 67
The Firm's Market Research Skills And Resources 81 71.5 9.5

The Firm's Management Skills And Resources 100 95



*TECHNOLOGICAL SYNERGY- There Was A Good Fit Between The Neec
The Firm's R&D/Product Development Skills And Resources

The Firm's Engineering Skills And Resources

The Firm's Production Skills And Resources

"PRODUCT RANGE SYNERGY- There Was A Good Fit Between The Ne
The Existing Products Being Distributed By The Firm

PROTOCOL- Prior To Product Development-

Target Market Was Well Defined

Customer's Needs, Wants And Preferences Were Well Defined

‘ Product Concept Was Well Defined

'Product Specifications And Requirements Were Well Defined
PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stage
Idea Generation

Initial Screening

Preliminary Market Assessment

Preliminary Technical Assessment

Detailed Market Study/Marketing Research

Business/Financial Analysis

PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stage
Customer Test Of Prototype Or Sample

Trial Selling/Test Market

Market Launch

*PROFICIENCY OF TECHNOLOGICAL ACTIVITIES- The Following Stage
Product Development

In-House Testing Of Product (Prototype)

Trial/Pilot Production

Production Start-Up

There Were Technical Problems In Product And Production Design
*TOP MANAGEMENT SUPPORT

75
75
92

100

90
86
100
100

62
71
67
52
57
57

76
38
81

100
100
83
83

50
67
75

78

76
57
83
75

48
57
52
38
48
43

62
24
57

67
92
75
17
17

25

17

22

14

29

17

25

14

14

15

14

14

14

14

24

33

66



There Was A High Level Of Top Management Support For The Project
Top Management Were Very Involved In The Day-To-Day Management
Top Management Initiated The Project

Management Team Consisted Of Senior Managers With High Levels Of
Management Had High Risk Taking Attitude

“ DISTRIBUTOR SUPPORT

There Was A High Level Of Support For The New Product

The Distributor Initiated The New Product Development

Company Had A High Risk Taking Attitude To New Products

FIRM CHARACTERISTICS-FINANCE

‘Firm Had Adequate Financial Resources For The Project

Product Yields A High Contribution Margin To The Firm

‘There Was An Unexpected High Product Cost

Relative Magnitude Of Investment In The Project Was Large

FIRM CHARACTERISTICS-MARKETING MIX

‘ Distribution Channel Gave A Lot Of Support For The New Product
There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used

Adequate Promotion And Advertising Effort Were Used

Appropriate Pricing Strategies Were Used

“ A Lot Of Effort Was Placed On Distributing The New Product
ORGANISATION STRUCTURE AND STYLE

‘A Technical Champion Managed The New Product Very Well

*A Dedicated And Strong Product Advocate Managed The New Product
‘Internal Communication In The Company Was Effective

*R&D Manufacturing-Marketing Functions Were Well Interfaced And C
A High Level Of Company Resources Were Devoted To The New Produt
‘The Project Was Clearly Planned With Goals And Objectives Establish

‘ Enthusiasm Crowded On Facts Throughout The Entire Development Pr

92
92
83
58
58

100
22
33

67
90

48

92
95
90.5
62
95
100

50
50
92
75
67
83
33

92
75
75
50
58

56
22
33

58
38
29
29

67
90
86
38
81
89

50
50
83
58
38
67
50

17

44

17
29
16
-17



‘Company Politics Affected The Way The New Product Process Was Cj
“ The Sales Rep. Placed Strong Emphasis On Distributing The Product |
“ A Dedicated Sales Rep. Distributed New Products Only

"Communication Between The Company And The Manufacturer Was J
“ The Distribution Of The New Product Was Clearly Planned With Goal]

25
100

89
78

25
38

78
78

62

11



Variable Name

PRODUCT ADVANTAGE

Product Offered Unique Benefits To Customer

Product Was First Of Kind On Market

Product Was Developed For Worldwide Use

Product Required Little Change In Attitudes And Behaviours Of Users
High Acceptance Of New Product In Export/Other Markets

MARKET POTENTIAL

Product Was Very Important To Customer

High Proportion Of Market Was Foreign

Customers Were Extremely Satisfied With Competitive Products
Existence Of Potential Demand Only

Customers Needs And Wants For This Product Category Change Rapidh
Government Played A Major Role In Marketplace

Buyers Were Very Willing To Try New Products

Customers Were Very Familiar With Products In This Category
Purchase Frequency Was High For This Product Category

Frequency Of New Product Introductions In This Market And Product C-
MARKET COMPETITIVENESS

Competiton In The Marketplace Was Intense

There Were Many Competitors In The Market

A Dominant Competitor Existed In The Marketplace

There Was A High Degree Of Loyalty To Competitor's Product
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of T
The Salesforce/Distribution System Of The Firm

The Firm's Advertising/Promotion Resources And Skills

The Firm's Market Research Skills And Resources

The Firm's Management Skills And Resources

Foreign
SUCCESSFUL
0
100
75
50
37.5
87.5

50
62.5
25
87.5
87.5

100
25
50
50

50
62.5
50
25

100
100
100
100

Foreign

UNSUCCESSFUL Difference

0

25

50

62.5

50

37.5

12.5

50
62.5
87.5
37.5

87.5
62.5
50
25

62.5
62.5
87.5

75

87.5
87.5
87.5
87.5

75
25
-12.5
-12.5
50

37.5

12.5

-37.5

50

12.5
-37.5

25

-12.5

-37.5
-50

125
125
12.5
12.5



*TECHNOLOGICAL SYNERGY- There Was A Good Fit Between The Neec

The Firm's R&D/Product Development Skills And Resources -

The Firm's Engineering Skills And Resources -
The Firm's Production Skills And Resources -
"PRODUCT RANGE SYNERGY- There Was A Good Fit Between The Ne
The Existing Products Being Distributed By The Firm

PROTOCOL- Prior To Product Development-

Target Market Was Well Defined

Customer’s Needs, Wants And Preferences Were Well Defined

*Product Concept Was Well Defined

*Product Specifications And Requirements Were Well Defined -
PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stage
Idea Generation

Initial Screening

Preliminary Market Assessment

Preliminary Technical Assessment

Detailed Market Study/Marketing Research

Business/Financial Analysis

PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stage
Customer Test Of Prototype Or Sample

Trial Selling/Test Market

Market Launch

*PROFICIENCY OF TECHNOLOGICAL ACTIVITIES- The Following Stage
Product Development -
In-House Testing Of Product (Prototype) -
Trial/Pilot Production -
Production Start-Up -
There Were Technical Problems In Product And Production Design -
*TOP MANAGEMENT SUPPORT

100

100
100

50
37.5
50
125
50
50

75
25
87.5

87.5

100
62.5

37.5
25
37.5
12.5
50
50

62.5
25
75

w =
~ N
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N
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12.5
12.5

12.5

12.5
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There Was A High Level Of Top Management Support For The Project
Top Management Were Very Involved In The Day-To-Day Management
Top Management Initiated The Project

Management Team Consisted Of Senior Managers With High Levels Of -

Management Had High Risk Taking Attitude

“ DISTRIBUTOR SUPPORT

There Was A High Level Of Support For The New Product

The Distributor Initiated The New Product Development
Company Had A High Risk Taking Attitude To New Products
FIRM CHARACTERISTICS-FINANCE

*Firm Had Adequate Financial Resources For The Project
Product Yields A High Contribution Margin To The Firm

*There Was An Unexpected High Product Cost

Relative Magnitude Of Investment In The Project Was Large
FIRM CHARACTERISTICS-MARKETING MIX

‘ Distribution Channel Gave A Lot Of Support For The New Product
There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used

Adequate Promotion And Advertising Effort Were Used
Appropriate Pricing Strategies Were Used

“ A Lot Of Effort Was Placed On Distributing The New Product
ORGANISATION STRUCTURE AND STYLE

*A Technical Champion Managed The New Product Very Well

*A Dedicated And Strong Product Advocate Managed The New Product -

‘Internal Communication In The Company Was Effective

*R&D Manufacturing-Marketing Functions Were Well Interfaced And C -

A High Level Of Company Resources Were Devoted To The New Produ*

*The Project Was Clearly Planned With Goals And Objectives Establish -

*Enthusiasm Crowded On Facts Throughout The Entire Development Pr .

75
25
25

100

75

100

87.5

87.5

87.5
100

75

62.5
25
62.5

125

50

100

87.5

75

75
100

62.5

-
N
©O Ul o o 0o © o o

-37.5

12.5
12.5

N
N
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«Company Politics Affected The Way The New Product Process Was C -
**The Sales Rep. Placed Strong Emphasis On Distributing The Product
**A Dedicated Sales Rep. Distributed New Products Only
"Communication Between The Company And The Manufacturer Was 1
"The Distribution Of The New Product Was Clearly Planned With Goal

100
25
87.5
100

100
12.5
75
100

12.5
12.5



Impact of Type of Company on
New Product Success and Failure:

Distributors (p. 9)
Manufacturers (p.12)



Variable Name Distributors Distributors
SUCCESSFUL UNSUCCESSFUL Difference
PRODUCT ADVANTAGE - B

Product Offered Unique Benefits To Customer 100 47 53
Product Was First Of Kind On Market 76.5 53 235
Product Was Developed For Worldwide Use 59 59 0
Product Required Little Change In Attitudes And Behaviours Of Users 65 65 0
High Acceptance Of New Product In Export/Other Markets 76.5 35 41.5
MARKET POTENTIAL - 0
Product Was Very Important To Customer 59 18 41
High Proportion Of Market Was Foreign 53 47 6
Customers Were Extremely Satisfied With Competitive Products 23.5 59 -35.5
Existence Of Potential Demand Only 88 82 6
Customers Needs And Wants For This Product Category Change Rapidh 71 41 30
Government Played A Major Role In Marketplace 0 0 0
Buyers Were Very Willing To Try New Products 100 88 12
Customers Were Very Familiar With Products In This Category 47 651 -18
Purchase Frequency Was High For This Product Category 76.5 41 35.5
Frequency Of New Product Introductions In This Market And Product C 59 29 30
MARKET COMPETITIVENESS -

Competiton In The Marketplace Was Intense 59 59

There Were Many Competitors In The Market 53 59* -6
A Dominant Competitor Existed In The Marketplace 41 76.5 -35.5
There Was A High Degree Of Loyalty To Competitor's Product 29 59 -30
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of T - | 0
The Salesforce/Distribution System Of The Firm 100 94' 6
The Firm's Advertising/Promotion Resources And Skills 88 18: 70
The Firm's Market Research Skills And Resources 88 18 70

The Firm's Management Skills And Resources 100 94 6



PROTOCOL- Prior To Product Development...
Target Market Was Well Defined
Customer's Needs, Wants And Preferences Were Well Defined

PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stage -

Idea Generation

Initial Screening

Preliminary Market Assessment
Preliminary Technical Assessment
Detailed Market Study/Marketing Research

Business/Financial Analysis

PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stage -

Customer Test Of Prototype Or Sample

Trial Selling/Test Market

Market Launch

FIRM CHARACTERISTICS-FINANCE

Product Yields A High Contribution Margin To The Firm
There Was An Unexpected High Product Cost

Relative Magnitude Of Investment In The Project Was Large
FIRM CHARACTERISTICS-MARKETING MIX

There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used
Adequate Promotion And Advertising Effort Were Used
Appropriate Pricing Strategies Were Used

ORGANISATION STRUCTURE AND STYLE

A High Level Of Company Resources Were Devoted To The New Produi

“PRODUCT RANGE SYNERGY- There Was A Good Fit Between The Ne -

The Existing Products Being Distributed By The Firm
“ DISTRIBUTOR SUPPORT
There Was A High Level Of Support For The New Product

100
94

35
35
47
18
47
41

59

18

88

94

65

100

88

82

94

65

100

88

94
59

23.5
23.5
29
12
35
29

a4
12
70.5

23.5

12

41

100

88

65

82

41

82

59

35

115

11.5

18

12
12

18

17.5

70.5

-12
24

17
12

24

18

29






Variable Name Manufacturer Manufacturer
SUCCESSFUL UNSUCCESSFUL Difference
PRODUCT ADVANTAGE

Product Offered Unique Benefits To Customer 92 82 10
Product Was First Of Kind On Market 42 45 -3
Product Was Developed For Worldwide Use 33 9 24
Product Required Little Change In Attitudes And Behaviours Of Users 58 45 13
High Acceptance Of New Product In Export/Other Markets 42 0 42
MARKET POTENTIAL - - 0
Product Was Very Important To Customer 92 54.5 37.5
High Proportion Of Market Was Foreign 50 27 23
Customers Were Extremely Satisfied With Competitive Products 58 64 -6
Existence Of Potential Demand Only 83 91 -8
Customers Needs And Wants For This Product Category Change Rapidlj 50 54.5 -4.5
Government Played A Major Role In Marketplace 17 9 8
Buyers Were Very Willing To Try New Products 75 91 -16
Customers Were Very Familiar With Products In This Category 75 455 29.5
Purchase Frequency Was High For This Product Category 100 9 91
Frequency Of New Product Introductions In This Market And Product C 33 18 15
MARKET COMPETITIVENESS - - 0
Competiton In The Marketplace Was Intense 50 64 -14
There Were Many Competitors In The Market 33 36 -3
A Dominant Competitor Existed In The Marketplace 33 73 -40
There Was A High Degree Of Loyalty To Competitor's Product 33 36 -3
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of 1 - - 0
The Salesforce/Distribution System Of The Firm 75 91 -16
The Firm's Advertising/Promotion Resources And Skills 58 64 -6
The Firm's Market Research Skills And Resources 83 73 10

The Firm's Management Skills And Resources 100 100 0



PROTOCOL- Prior To Product Development...

Target Market Was Well Defined

Customer's Needs, Wants And Preferences Were Well Defined
PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stage -
Idea Generation

Initial Screening

Preliminary Market Assessment

Preliminary Technical Assessment

Detailed Market Study/Marketing Research

Business/Financial Analysis

PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stage -
Customer Test Of Prototype Or Sample

Trial Selling/Test Market

Market Launch

Product Yields A High Contribution Margin To The Firm

*There Was An Unexpected High Product Cost

Relative Magnitude Of Investment In The Project Was Large

FIRM CHARACTERISTICS-MARKETING MIX -
There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used

Adequate Promotion And Advertising Effort Were Used

Appropriate Pricing Strategies Were Used

A High Level Of Company Resources Were Devoted To The New Prodw
'TECHNOLOGICAL SYNERGY- There Was A Good Fit Between The Neec -
The Firm's R&D/Product Development Skills And Resources

The Firm's Engineering Skills And Resources

The Firm’s Production Skills And Resources

?*Product Concept Was Well Defined

?*Product Specifications And Requirements Were Well Defined

83
83

92
92
83
75
67
75

100
67
67
92
17
33

92
92
50
92
75

75
75
92
100
100

73
64

82
82
82
73
73
73

100
45.5
55.5
54.5

27
18

91
82
27
82
54.5

54.5
73
82
91
82

215
115
37.5
-10
15

10

23

10

20.5

20.5

10

18



*PROFICIENCY OF TECHNOLOGICAL ACTIVITIES- The Following Stage -

Product Development

In-House Testing Of Product (Prototype)

Trial/Pilot Production

Production Start-Up

There Were Technical Problems In Product And Production Design
*TOP MANAGEMENT SUPPORT

There Was A High Level Of Top Management Support For The Project
Top Management Were Very Involved In The Day-To-Day Management
Top Management Initiated The Project

Management Team Consisted Of Senior Managers With High Levels Of
Management Had High Risk Taking Attitude

FIRM CHARACTERISTICS-FINANCE

*Firm Had Adequate Financial Resources For The Project

'Distribution Channel Gave A Lot Of Support For The New Product
ORGANISATION STRUCTURE AND STYLE

*A Technical Champion Managed The New Product Very Well

*A Dedicated And Strong Product Advocate Managed The New Product
sInternal Communication In The Company Was Effective

*R&D Manufacturing-Marketing Functions Were Well Interfaced And C
‘The Project Was Clearly Planned With Goals And Objectives Establish
‘Enthusiasm Crowded On Facts Throughout The Entire Development Pr

sCompany Politics Affected The Way The New Product Process Was C

100
100
83
83
17

92
100
83
50
67

58
92

58
50
83
83
83
33
25

73
100
82
82
18

100
82
82

54.5
64

64
73

54.5
54.5
91
64
73
54.5
27

27

19

3.5
-4.5

19
10
-21.5



Impact of Company Size on New
Product Success and Failure:

Small (p. 15)
Medium (p. 19)
Large (p. 23)



Variable Name

PRODUCT ADVANTAGE

Product Offered Unique Benefits To Customer

Product Was First Of Kind On Market

Product Was Developed For Worldwide Use

Product Required Little Change In Attitudes And Behaviours Of Users
High Acceptance Of New Product In Export/Other Markets

MARKET POTENTIAL

Product Was Very Important To Customer

High Proportion Of Market Was Foreign

Customers Were Extremely Satisfied With Competitive Products
Existence Of Potential Demand Only

Customers Needs And Wants For This Product Category Change Rapid
Government Played A Major Role In Marketplace

Buyers Were Very Willing To Try New Products

Customers Were Very Familiar With Products In This Category
Purchase Frequency Was High For This Product Category

Frequency Of New Product Introductions In This Market And Product C
MARKET COMPETITIVENESS

Competiton In The Marketplace Was Intense

There Were Many Competitors In The Market

A Dominant Competitor Existed In The Marketplace

Small
% Agree
SUCCESSFUL

100
63
37.5
56
50

87.5
50
37.5
87.5
69

94
56
94
50

56
37.5
37.5

Small Small
% Agree
UNSUCCESSFUL Difference

62.5
50
31
56
25

50
37.5
69
94
56

6
87.5
50
19
25

62.5
44
69

37.5
13
6.5

25

37.5
12.5
-31.5
-6.5
13

6.5

75
25

-6.5
-6.5
-31.5



There Was A High Degree Of Loyalty To Competitor’s Product [ 25 37.5
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Salesforce/Distribution System Of The Firm 94 94
The Firm's Advertising/Promotion Resources And Skills 62.5 62.5
The Firm's Market Research Skills And Resources 75 69
The Firm's Management Skills And Resources 100 100
‘TECHNOLOGICAL SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Firm's R&D/Product Development Skills And Resources 67 44.5
The Firm's Engineering Skills And Resources 67 67
The Firm's Production Skills And Resources 89 78
"PRODUCT RANGE SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Existing Products Being Distributed By The Firm 100 71.5
PROTOCOL- Prior To Product Development...

Target Market Was Well Defined 87.5 81
Customer's Needs, Wants And Preferences Were Well Defined 87.5 69
*Product Concept Was Well Defined 100 89
*Product Specifications And Requirements Were Well Defined 100 78
PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stages Were Carried Out Proficiently
Idea Generation 56 50
Initial Screening 62.5 56
Preliminary Market Assessment 50 50
Preliminary Technical Assessment 44 37.5
Detailed Market Study/Marketing Research 44 50
Business/Financial Analysis 50 50

-12.5

o o o o

225

n

28.5

6.5

18.5

1
22



PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stages Were Carried Out Proficiently

Customer Test Of Prototype Or Sample 87.5]| 75
Trial Selling/Test Market 50 37.5
Market Launch 69 50
‘PROFICIENCY OF TECHNOLOGICAL ACTIVITIES- The Following Stages Were Carried Out Proficiently
Product Development 100 67
In-House Testing Of Product (Prototype) 100 100
Trial/Pilot Production 78 78
Production Start-Up 78 78
There Were Technical Problems In Product And Production Design 0 22
*TOP MANAGEMENT SUPPORT

There Was A High Level Of Top Management Support For The Project 100 100
Top Management Were Very Involved In The Day-To-Day Managemenl 100 89
Top Management Initiated The Project 89 89
Management Team Consisted Of Senior Managers With High Levels 0 445 44.5
Management Had High Risk Taking Attitude 67 67
"DISTRIBUTOR SUPPORT

There Was A High Level Of Support For The New Product 86 71.5
The Distributor Initiated The New Product Development 28.5 28.5
Company Had A High Risk Taking Attitude To New Products 43 43
FIRM CHARACTERISTICS-FINANCE

*Firm Had Adequate Financial Resources For The Project 55.5 55.5
Product Yields A High Contribution Margin To The Firm 94 37.5
*There Was An Unexpected High Product Cost 11 44.5

12.5
12.5
19

33

-22

n

14.5

56.5
-33.5



Relative Magnitude Of Investment In The Project Was Large

FIRM CHARACTERISTICS-MARKETING MIX

‘ Distribution Channel Gave A Lot Of Support For The New Product
There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used

Adequate Promotion And Advertising Effort Were Used

Appropriate Pricing Strategies Were Used

**A Lot Of Effort Was Placed On Distributing The New Product
ORGANISATION STRUCTURE AND STYLE

*A Technical Champion Managed The New Product Very Well

*A Dedicated And Strong Product Advocate Managed The New Produc
eInternal Communication In The Company Was Effective

*R&D Manufacturing-Marketing Functions Were Well Interfaced And (
A High Level Of Company Resources Were Devoted To The New Prodi
*The Project Was Clearly Planned With Goals And Objectives Establis
‘Enthusiasm Crowded On Facts Throughout The Entire Development P
«Company Politics Affected The Way The New Product Process Was (
**The Sales Rep. Placed Strong Emphasis On Distributing The Produc
**A Dedicated Sales Rep. Distributed New Products Only

“ Communication Between The Company And The Manufacturer Was
**The Distribution Of The New Product Was Clearly Planned With Got

37.5

89
94
81
50
94
100

55.5
55.5
89
67
62.5
78
44.5
33
100
14
86
71.5

31

67
94
81
37.5
87.5
100

55.5
55.5
89
55.5
50
67
44.5
33
100

71.5
71.5

6.5

22

12.5
6.5

115
125

14
14.5



Medium

Variable Name % Agree
SUCCESSFUL
PRODUCT ADVANTAGE
Product Offered Unique Benefits To Customer 100
Product Was First Of Kind On Market 80
Product Was Developed For Worldwide Use 80
Product Required Little Change In Attitudes And Behaviours Of Users 60
High Acceptance Of New Product In Export/Other Markets 80
MARKET POTENTIAL
Product Was Very Important To Customer 80
High Proportion Of Market Was Foreign 20
Customers Were Extremely Satisfied With Competitive Products 40
Existence Of Potential Demand Only 100
Customers Needs And Wants For This Product Category Change Rapidl; 60
Government Played A Major Role In Marketplace 0
Buyers Were Very Willing To Try New Products 100
Customers Were Very Familiar With Products In This Category 60
Purchase Frequency Was High For This Product Category 80
Frequency Of New Product Introductions In This Market And Product C 60
MARKET COMPETITIVENESS
Competiton In The Marketplace Was Intense 40
There Were Many Competitors In The Market 20
A Dominant Competitor Existed In The Marketplace 20
There Was A High Degree Of Loyalty To Competitor’'s Product 60
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of The Project And...
The Salesforce/Distribution System Of The Firm 100
The Firm's Advertising/Promotion Resources And Skills 100

The Firm's Market Research Skills And Resources 100

Medium Medium
% Agree
UNSUCCESSFUL Difference

40 60
40 40
60 20
60 0
20 60
0 80
20
40
40 60
40 20
0 0
60 40
60 0
60 20
40 20
40 0
40 -20
60 -40
60 0
|
80 20
80 20
80 20



The Firm's Management Skills And Resources 100
'TECHNOLOGICAL SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Firm's R&D/Product Development Skills And Resources 100

The Firm's Engineering Skills And Resources 100

The Firm's Production Skills And Resources 100

“ PRODUCT RANGE SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Existing Products Being Distributed By The Firm 100
PROTOCOL- Prior To Product Development...

Target Market Was Well Defined 100

Customer's Needs, Wants And Preferences Were Well Defined 100

'Product Concept Was Well Defined 100

'Product Specifications And Requirements Were Well Defined 100
PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stages Were Carried Out Proficiently
Idea Generation 80

Initial Screening 80

Preliminary Market Assessment 80

Preliminary Technical Assessment 40

Detailed Market Study/Marketing Research 80
Business/Financial Analysis 60
PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stages Were Carried Out Proficiently
Customer Test Of Prototype Or Sample 40

Trial Selling/Test Market 40

Market Launch 100
'PROFICIENCY OF TECHNOLOGICAL ACTIVITIES- The Following Stages Were Carried Out Proficiently
Product Development 100

In-House Testing Of Product (Prototype) 100

Trial/Pilot Production 100

Production Start-Up 100

There Were Technical Problems In Product And Production Design 100

80

75

60
40

40
40
40

40
20

40
20
60

O O O O o

20

100
100
100

25

40
60
100
100

40
40
40
40
40
40

20
40

100
100
100
100
100



‘TOP MANAGEMENT SUPPORT

There Was A High Level Of Top Management Support For The Project
Top Management Were Very Involved In The Day-To-Day Management
Top Management Initiated The Project

Management Team Consisted Of Senior Managers With High Levels Of
Management Had High Risk Taking Attitude

“ DISTRIBUTOR SUPPORT

There Was A High Level Of Support For The New Product

The Distributor Initiated The New Product Development

Company Had A High Risk Taking Attitude To New Products

FIRM CHARACTERISTICS-FINANCE

‘Firm Had Adequate Financial Resources For The Project

Product Yields A High Contribution Margin To The Firm

'There Was An Unexpected High Product Cost

Relative Magnitude Of Investment In The Project Was Large

FIRM CHARACTERISTICS-MARKETING MIX

‘ Distribution Channel Gave A Lot Of Support For The New Product
There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used

Adequate Promotion And Advertising Effort Were Used

Appropriate Pricing Strategies Were Used

“ A Lot Of Effort Was Placed On Distributing The New Product
ORGANISATION STRUCTURE AND STYLE

*A Technical Champion Managed The New Product Very Well

‘A Dedicated And Strong Product Advocate Managed The New Product
‘Internal Communication In The Company Was Effective

*R&D Manufacturing-Marketing Functions Were Well Interfaced And C
A High Level Of Company Resources Were Devoted To The New Produt
‘The Project Was Clearly Planned With Goals And Obijectives Establish

100
100
100
100

100
25
25

100
80

80

100
100
100

80
100
100

100
100

80
100

O O O O o

75
25
50

100
60

80
80
80
80
100

o O O o

40

100
100
100
100

25

-25

100
80
-100
20

100
20
20

20

100
100

40
100



‘Enthusiasm Crowded On Facts Throughout The Entire Development Pr
‘Company Politics Affected The Way The New Product Process Was C
“ The Sales Rep. Pkaced Strong Emphasis On Distributing The Producl
“ A Dedicated Sales Rep. Distributed New Products Only

“ Communication Between The Company And The Manufacturer Was 1
“ The Distribution Of The New Product Was Clearly Planned With Goal

100

75
100

0l

loof

501
100;

o O o o

25



Large
Variable Name % Agree

SUCCESSFUL
PRODUCT ADVANTAGE
Product Offered Unique Benefits To Customer 87.5
Product Was First Of Kind On Market 50
Product Was Developed For Worldwide Use 37.5
Product Required Little Change In Attitudes And Behaviours Of Users 87.5
High Acceptance Of New Product In Export/Olher Markets 75
MARKET POTENTIAL
Product Was Very Important To Customer 25
High Proportion Of Market Was Foreign 75
Customers Were Extremely Satisfied With Competitive Products 25
Existence Of Potential Demand Only 75
Customers Needs And Wants For This Product Category Change Rapidl; 62.5
Government Played A Major Role In Marketplace 0
Buyers Were Very Willing To Try New Products 87.5
Customers Were Very Familiar With Products In This Category 62.5
Purchase Frequency Was High For This Product Category 75
Frequency Of New Product Introductions In This Market And Product C 37.5
MARKET COMPETITIVENESS
Competiton In The Marketplace Was Intense 62.5
There Were Many Competitors In The Market 75
A Dominant Competitor Existed In The Marketplace 37.5
There Was A High Degree Of Loyalty To Competitor's Product 25
MARKETING SYNERGY- There Was A Good Fit Between The Needs Of The Project And...
The Salesforce/Distribution System Of The Firm 87.5
The Firm's Advertising/Promotion Resources And Skills 87.5

The Firm's Market Research Skills And Resources 100

Large
% Agree

UNSUCCESSFUL Difference

62.5
50
37.5
50
125

125
50
50

87.5
25

0
100

62.5
25

12.5

75
62.5
87.5
62.5

87.5
87.5
87.5

Large

25

37.5

62.5

12.5
25

-12.5
37.5

-12.5

50
25

-12.5
12.5

-37.5

125



The Firm's Management Skills And Resources 100 87.5
‘TECHNOLOGICAL SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Firm's R&D/Product Development Skills And Resources 100 100
The Firm's Engineering Skills And Resources 100 100
The Firm's Production Skills And Resources 100 100
“ PRODUCT RANGE SYNERGY- There Was A Good Fit Between The Needs Of The Project And...

The Existing Products Being Distributed By The Firm 100 100
PROTOCOL- Prior To Product Development-

Target Market Was Well Defined 100 100
Customer's Needs, Wants And Preferences Were Well Defined 87.5 50
‘ Product Concept Was Well Defined 100 100
‘Product Specifications And Requirements Were Well Defined 100 100
PROFICIENCY OF PREDEVELOPMENT ACTIVITIES-The Following Stages Were Carried Out Proficiently
Idea Generation 50 37.5
Initial Screening 50 37.5
Preliminary Market Assessment 75 50
Preliminary Technical Assessment 37.5 37.5
Detailed Market Study/Marketing Research 62.5 50
Business/Financial Analysis 62.5 50
PROFICIENCY OF MARKET RELATED ACTIVITIES- The Following Stages Were Carried Out Proficiently
Customer Test Of Prototype Or Sample 75 50
Trial Selling/Test Market 0 0
Market Launch 100 87.5
‘PROFICIENCY OF TECHNOLOGICAL ACTIVITIES- The Following Stages Were Carried Out Proficiently
Product Development 100 100
In-House Testing Of Product (Prototype) 100 100
Trial/Pilot Production 100 100
Production Start-Up 100 100

There Were Technical Problems In Product And Production Design 0 0
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*TOP MANAGEMENT SUPPORT

There Was A High Level Of Top Management Support For The Project
Top Management Were Very Involved In The Day-To-Day Management
Top Management Initiated The Project

Management Team Consisted Of Senior Managers With High Levels Of
Management Had High Risk Taking Attitude

“ DISTRIBUTOR SUPPORT

There Was A High Level Of Support For The New Product

The Distributor Initiated The New Product Development

Company Had A High Risk Taking Attitude To New Products

FIRM CHARACTERISTICS-FINANCE

‘Firm Had Adequate Financial Resources For The Project

Product Yields A High Contribution Margin To The Firm

‘There Was An Unexpected High Product Cost

Relative Magnitude Of Investment In The Project Was Large

FIRM CHARACTERISTICS-MARKETING MIX

‘ Distribution Channel Gave A Lot Of Support For The New Product
There Was A Good Stock Cover For The Product

Adequate Salesforce Training And Effort Were Used

Adequate Promotion And Advertising Effort Were Used

Appropriate Pricing Strategies Were Used

“ A Lot Of Effort Was Placed On Distributing The New Product
ORGANISATION STRUCTURE AND STYLE

‘A Technical Champion Managed The New Product Very Well

‘A Dedicated And Strong Product Advocate Managed The New Product
‘Internal Communication In The Company Was Effective

‘R&D Manufacturing-Marketing Functions Were Well Interfaced And C
A High Level Of Company Resources Were Devoted To The New Produi
‘The Project Was Clearly Planned With Goals And Objectives Establish
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‘ Enthusiasm Crowded On Facts Throughout The Entire Development Pr
"Company Politics Affected The Way The New Product Process Was C
The Sales Rep Placed Strong Emphasis On Distributing The Product

“ A Dedicated Sales Rep. Distributed New Products Only

“ Communication Between The Company And The Manufacturer Was
“ The Distribution Of The New Product Was Clearly Planned With Goal
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