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ABSTRACT 

 
 Changes in consumers' desire for products that want to consume so fast that a very large 

impact on product development. Companies must be able to develop new products in supporting 

the success of market control. By doing product development means the company has made 

efforts to meet and satisfy customer needs better so hopefully satisfied customers tend to be loyal 

to that company's products. A main feature of the new product development is how consumers 

believe that the new product can meet their needs better, If the customer needs are met, so that 

customer satisfaction is expected to arise in the future they will make future purchases of the 

same product. This paper reviewing 65 journal from Elsevier publisher and 32 journals from 

Emerald publisher from 2012 to 2015. The results obtained from this review is a success factor 

for creating new products to achieve market advantages include: (1) superior product 

differentiation, (2) the initial product that is defined to have a clear function, (3) have a strong 

response to competition, (4) the market share right, (5) consideration of technical and financial 

aspects, (6) have a true cross functional team. This literature review also recommended to study 

in the future related to new product development to better understand the behavior of conative 

and passive consumers. 
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1.  Introduction  

Changes in production and marketing strategies related manufacturing company with 

consumers' desire for products that want to consume so quickly have an enormous impact on all 

aspects of the business so that the company should be able to develop new products to support the 

success of the market share (Rameswamy, 2009; Tappe 2010). NPD considering conducting 

product development means the company has made efforts to meet and satisfy customer needs 

better, so hopefully satisfied customers tend to be loyal to the company's product (Capon et al. 

2000; Chaney and Devinnei 2002; Urlich, 2004). In the development of new products, the 

product should be seen as a problem solving for consumers, whereby if a consumer buys a 

product they can benefit from the use of such products (Albers et al. 2001; Balachandra, 2004). 

So the most important thing is how the development of new products the consumer believes that 

the product can meet their needs, If the customer needs are met, so that customer satisfaction is 

expected to arise in the future they will make the next purchase of the same product. 

New product development is a high risk activity, because these activities involve huge 

investments, both from the aspect of money, other resources, and time so that the implementation 

of the new product development process requires careful management and professional in order 
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to produce new products which has the advantage comparative (Thevenot, 2001; Hawskin, 2004). 

New product development is part of the concept of product innovation with the aim of adding 

value and as a key component of sustainable success in business operations (Cooper, 2001; Choi, 

2005) through product excellence, market potential, customer fulfillment, pre-development, skill 

tasks, and the use of resources, in general, a majority of which had a significant impact on the 

performance of the new product (Beneito, 2006; Mowery and Rosenberg, 2008). Traits or 

characteristics of the new products being sold in the market will determine the level of success of 

such products (Rameswamy, 2009) so that the consumer's decision to buy back the product is a 

form of success of new products. 
 

2. New Product Development Process 

The NPD process is guided by the new product strategy that aims to align the NPD 

efforts of the firm with its strategic imperatives. This alignment warrants that the new products 

planned will support the strategic objectives of the firm and make the best use of its strategic 

competencies. As it is illustrated in Table 1, the development stages of the NPD process include 

the generation of new product ideas, the development of an initial product concept, an assessment 

of its business attractiveness, the actual development of the product, testing it within the market, 

and the actual launch of the product in the marketplace. Alongside each of these stages, an 

evaluation takes place, essentially to determine whether the new product should advance further 

or be terminated. During each evaluation, management may make use of numerous techniques3 

to develop commercially and technically feasible designs of product configurations. However, as 

was stated earlier, although normative guidelines exist to help the development of the new 

product configurations, the criteria used to evaluate performance at different evaluation gates of 

the NPD process are sketchy (Tappe, 2010). More specifically, it has been noticed in the past that 

“A major issue that has been overlooked is whether or not the same set of criteria is used at every 

decision making point or whether the weights of individual criteria vary from one point to 

another’’ (Kotler, 2013). 

As the performance of the NPD efforts of the firm has several dimensions, including 

technical, financial and market based performance (Capon et al, 2000), it is logical to assume that 

the evaluative criteria used in the gates should reflect these dimensions. Based on this premise, 

insights were borrowed from the general NPD performance literature, which although describes 

the multifaceted nature of new product performance after launch, has not addressed how the 

developmental evaluation of new products is geared toward the attainment of different 

performance outcomes. As such, a list was created of 20 evaluative criteria, which are illustrated 

in Table 1.  
 

Table 1 

Dimension and Evaluation Criteria 

Market Based Financial Based Product Based Process Bases Intuition Based 

Customer acceptance Break even time Product performance Stay within budget  Marketing chance 

Sales objectives Profit objectives Quality Introduced in time Intuition 

Sales growth  IRR/ROI Product uniqueness Time to market  

Market share Margin  Technical feasibility   

Sales in units     

Market potential     

Source : Capon et al (2000) 

 

They include the 15 core project level criteria used by researchers in the past 

investigating new product performance, however, only after the launch of the product in the 

marketplace (Balachandra, 2004). As this study was focused on the evaluation of performance 
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throughout the NPD process, an additional set of five criteria that are used in earlier gates of the 

NPD process were identified (Rizzoni, 2001). Overall, these evaluative criteria were grouped 

under five dimensions, namely, market, financial, product, process, and intuition-based 

 

2.1 Approach for Integrating Consumer Understanding into Technology Push Originated 

NPD Processes 

Our project case is a typical technology push-originated NPD process. In our project, we 

identified technological opportunities, and posed the question: in the case of which products can 

these technologies offer added value to consumers? Because we wanted to operationalize a 

consumer-oriented NPD process, we raised the question: what kind of product offering could we 

develop based on these technologies to ensure that consumers would subjectively evaluate them 

positively and be willing to spend money on them. 

 

 

 

 

 

Figure 1.  Approach for integrating an understanding of the end user, in our case the consumer, 

into technology-originated NPD processes (Kotler, 2013)  
 

Figure 1 is divided into two parts. The first part is the process, which is represented by 

six red symbols: (1) technologies (to be commercialized); (2) product ideas; (3) product concepts; 

(4) feasibility studies (for products and production processes); (5) product prototypes and (6) 

launch. The second part is our approach, the integration of consumer understanding. It is shown 

in the figure with blue shapes. The first phase in our approach is to develop product ideas from 

technologies. We propose to do this with cross-functional workshops. The second phase in our 

model is to refine the product ideas, which may be broad and abstract, into more specific product 

concepts. The idea behind a product concept is to describe the key features or attributes of the 

product in an end user-oriented way. Again, we propose the use of cross-functional workshops for 

this purpose. The workshop can already be supported with real consumer participation in this 

phase of the process. Product ideas can be posted on an internet discussion forum, for instance, to 

be discussed and developed further. 

In our view, real consumer participation in an end user-oriented NPD process should be 

started no later than in the third stage. In this stage, we organized both traditional qualitative 

consumer focus groups and internet forum discussions concerning both the key attributes and 

suitable product groups to which the consumers felt that the attributes fit well. Our aim was to 

gain a deep and broad understanding of the perceptions and thoughts of consumers concerning the 

developed concepts. The fourth phase, which is specific to food product NPD, is prototype 

development to meet consumers’ sensory criteria for prototypes. In the case of foods, sensory 

parameters are of crucial importance to consumers, and this is why it is necessary to develop 

products to meet consumers’ sensory criteria. For this purpose, we used a sensory panel in the 

prototype development phase. The last phase in our approach is the use of semi-quantitative 

consumer studies to validate how well the developed prototypes fit the end users’ evaluations of 

subjective quality, price and buying intentions.  

 

2.2 New Product Development in SMEs 

 Experience in developed countries shows that SMEs are a source of production and 

technological innovation, the growth of creative entrepreneurship, and innovative, creating skilled 

labor force and flexibility of the production process to deal with the rapid changes in market 
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demand (Albert et al, 2001). Small industries more efficient than a large industrial in meeting 

market demand quickly. Ability of the small industry is largely determined by a number of 

factors, including human resources, mastery of technology, access to information, output and 

input markets (Winch and Bianchi, 2006). New product development problems that are often 

faced by SMEs, among others, related to deficiencies that arise due to resource limitations and 

scope of technological capabilities, risks in response to market and technological opportunities 

and to select the appropriate action at the right time in create new products as a major tanangan 

for their management (Capon et al, 2000). 
 Small and large companies have different roles in new product development activities 

dependent on the resources of knowledge and skills required (Howe, 2008). Small company has a 

number of unique shades such as scarce resources, low influence on the market and informal 

communication, which makes different from large companies (Dickson, 2010). SMEs are 

adopting development of products which are used by large companies (Lasagni, 2012). Product 

development is a part of the innovation that is essentially the conceptualization activity, as well as 

ideas to solve the problem by bringing economic value to the company and social value for the 

community (Cooper and Brentoni, 2004). New product development in SMEs are often departed 

from a pre-existing, then given the value added or stems from things that look simple to listen to 

the aspirations or consumer complaints, employees, and environment (Lasagni, 2012). 

 

2.3    Process Innovation  

Process innovation is the introduction of a new method of production; one that is yet to be 

tested by experience in the branch of manufacture concerned. It is a process which can also exist 

in a new way of handling a commodity commercially (Kirchain, 2011). Process innovation is an 

aspect crucial to the success of any business. It is an integrated concept that involves changes in 

the production process which is aimed at reducing the costs, wastes and lead time or at improving 

production efficiency. Process innovation has a direct and immediate impact on the productivity 

performance of SMEs (Freel and Harrison, 2006) and due to their organizational simplicity, 

SMEs may be able to implement process innovation faster and at lower switching costs as 

compared to the larger firms (Beneito, 2006). Allocating efficiency structurally stimulates 

production factors to move from low productivity to high productivity platforms. Innovations 

consists of the process by which firms master and implement the design and production of goods 

and services that are new to the user irrespective of whether they are new to their competitors, 

countries or the world. Innovation works to improve many large and small areas of product 

design and quality productions, organization and management routines as well as marketing. It 

includes modifications in the production process and techniques that collectively reduce costs, 

increase efficiency, provide for human welfare and ensure environmental sustainability (Rizzoni, 

2001)  

Choi (2005) argue that in the case of Kenya’s apparel industry, it is imperative that 

competitive advantage is linked to the advanced or specialized factors. Innovation has its sources 

in a wide variety of places and in activities such as R&D, design production on the shop floor, 

quality control and marketing (Chaney and Devinnei, 2002) investment in and mastery of new 

equipment is still the most important way for technological learning leading to the improvement 

of the production process.  

 

2.4      Product Innovation 

Schumpeter (1974) defines product innovation as the introduction of a new good; one in 

which the consumers are not yet familiar with. It is a new quality of a good. Product innovation 

also greatly influences businesses today. Product innovation is the introduction of new functions, 

enhanced performance or the addition of new features into the existing products (Tappe, 2010). 

SME’s face unrelenting pressure from powerful customers to lower prices and accept shrinking 
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margins on sales. SMEs are thereby seeking revenue growth from new products and services. 

Susman therefore recommends that companies must offer customers new products and services to 

allow for a more efficient and effective use of products that they currently sell. Rameswamy 

(2009) ascertains the fact that although only a small proportion of SMEs engage in innovative 

activities, those that do so appear to have a higher yield for their effort especially in number of 

new patents that are issued. Nooteboom further recommends that SMEs should pursue product 

innovation strategies in emerging markets. Capon et al (2000) argues that SMEs often carry out 

New Product Development process less completely or thoroughly compared to the larger 

companies. Practically every product in the market today has been improved. These semi-new 

products can act as replacements to existing products in a company’s product line (Choi, 2005).  

The new product design plays a pivotal role in defining the physical form of the product 

to satisfy customers’ needs. The design component entails engineering design such as 

mechanical, electrical, software and industrial design such as aesthetics, ergo metrics and user 

interfaces (Ulrich et al, 2004). Innovation development forms its basis on conducting customer 

surveys and trying to identify particular customer needs for products which are largely 

nonexistent (Monani and Kamau, 2009). The notion behind product development involves the 

idea of slowly developing new products when the firm’s traditional market is about to become 

saturated. Such products should ideally be developed based on customers’ needs and take the 

form of a process of interaction between the marketing department, with its knowledge of the 

market and with the ideas it gathers from the customers and then formulate a broad idea of a new 

product. Cooper (2009) underscores the significance of a new product as a stimulus to an 

organization’s growth. He argues that the competition posed by new products was far more 

important than marginal changes in the price of existing products. 

 

2.5      Key Success Factors in New Product Development in SME’s 

What then are the critical success factors in product development the factors that drive 

performance at the business unit level ? The study uncovered nine factors that distinguished the 

better performing businesses, four factors in a very strong way. The top four are : (1) A high-

quality new product process. One that demanded up-front homework, sharp and early product 

definition, tough go or stop decision points, and quality of execution and thoroughness, yet 

provided flexibility (Hawskin, 2004; Trott, 2008); (2) A defined new product strategy for the 

business unit. One in which : There were new product goals for the business unit; areas of focus 

were delineated, the role of new products was clearly communicated, and there was a longer term 

thrust (Thevenot, 2001; Lounsbury, 2003); (3) Adequate resources of people and money. Where 

senior management had provided the needed people (and freed up their time for projects), and 

resourced the effort with adequate R&D funding; (4) R&D spending for new product 

development (Buckley and Mirza (2007); Zeng et al (2010).  

This was the strongest common denominator among high performance businesses. Here 

the term “new product process” means those steps, activities and decision-points that new product 

projects follow from idea to launch and beyond. A word of caution here: The mere existence of a  

formal product development process had absolutely no effect on performance; there was no 

correlation at all between merely having a process and performance results. So those companies 

that mistakenly believe they can “go through the motions” and re-engineer their new product 

processes are in for a big disappointment. Having a process did not seem to matter; rather it was 

the quality and nature of that process building in best practices that really drove performance. 

The process included sharp, early product definition, before development work began. 

Failure to define the product—its target market; the concept, benefits and positioning; and its 

requirements, features and specs—before development begins is a major cause of both new 

product failure and serious delays in the development cycle. Some companies, such as Hewlett-

Packard, have placed major emphasis in their Phase-Review Process on getting the product 
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definition  pinned down before a formal development project is approved (Meredith, 2013). This 

definition, of course, is based on facts, rather than hearsay and speculation; hence the need for a 

solid up-front homework phase. There was a focus on quality of execution, in which project 

activities were carried out in a quality fashion. An emphasis on quality-of-execution in many 

firms came about after internal studies revealed that too many projects suffered from weak, 

inconsistent work, some of the most deficient areas being the market-related ones (Najib and 

Kiminami, 2011). Top performing firms work at improving quality of execution of key tasks and 

activities throughout the process, from idea generation right through to launch (Urlich, 2004). 

 

3. Managerial Implications 

Top performers possess a product innovation strategy, driven by the leadership team and 

its strategic vision for the business. Notably, even today, about half of businesses lack key facets 

of this strategy! This innovation strategy consists of a number of elements, including the 

business’s goals for product innovation and how the business’s new product effort ties into its 

overall business goals. Arenas of strategic focus where the business will focus its R&D efforts are 

also a part of the innovation strategy, along with how the business plans to win in each area 

Lasagni, 2012). Attack plans include strategic stance, entry strategy and alliance strategy (for 

example, P&G’s strategy of “connect and develop” or working with partners to develop new 

products outside the corporation). And the innovation strategy includes the product and 

technology roadmaps which spell out the major development initiatives (for example, HP maps 

out its major developments over a five to seven year time horizon). 

A second common denominator of top-performing businesses is making sure that the 

business has the necessary resources available for NPD, both funds and people from all functional 

areas. But deep pockets is not the only driver of high performance; rather, astute investment of 

these resources is key too: top performers have a portfolio management system that helps the 

leadership team allocate these resources to the right areas and right projects the right mix and 

balance of NPD investments, and a strategically aligned portfolio (Trott, 2008). 

Strategic buckets is a method designed to allocate resources to the right strategic arenas 

and to achieve the right balance of projects. The best performing businesses have a different 

breakdown in the types of NPD projects, with a much higher proportion of bolder, larger and 

riskier ventures than do poor performers (Balachandra, 2004). Performing firms also maximize 

the productivity of their R&D spending: they ensure that funds and people are focused on high 

value projects. The best firms rely on several powerful methods scorecards, the productivity 

index, and real options to select and prioritize their new product projects (Urlich, 2004). 

Most firms have implemented a gating or stage gate idea to launch new product process. 

But there is great variability among companies in how well the process works (Monani and 

Kamau, 2009). The top performers have a well-crafted, robust new product process in place, one 

that drives NPD projects from idea to launch and beyond; their process emphasizes up-front 

homework, voice of customer input, quality of execution, and performance results metrics. NPD 

process and practice discipline in its implementation; they have also streamlined the process in 

the last ten years, making it flexible, adaptive and scalable (Cooper, 2001) 

 

4. Discussion and Conclusions 

Drawing on the empirical study it can be concluded that small and micro firms encounter 

various problems within the frame of realizing innovation processes. In particular, limited 

financial resources, a lack of time as well as knowledge may cause disadvantages with respect to 

larger firms. Furthermore, huge difficulties concerning capabilities in the areas of marketing, 

distribution and sales, could be identified, which may increase the risk of innovation failure 

dramatically. According to existing literature also structural disadvantages (Zeng et al., 2010), 

missing economies of scale and scope (Blundell, 1999), difficulties in networking, inadequate 
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capacities and their specialized knowledge basis (Beneito, 2006) can have negative effects on the 

innovation capability of small and micro firms. 

The surveyed small and micro firms may have the pre requisites for the adoption of a 

more open oriented innovation process. They are already strongly customer-oriented as they often 

provide unique products, which require high customer participation. Hence, unlike their larger 

counterparts they are used to collaborate directly with their customers and to perfectly respond to 

their needs. Not only managers are the driving forces behind the generation and development of 

new ideas, but also customers, employees and other corporations are accepted as sources for 

invention. This study supports theoretical assumptions, which point out that small and micro 

firms have recognized the to overcome their difficulties within the innovation process (Buckly 

and Mirza, 2007). In the procedure of finding more adequate and open workflows and processes, 

they are even willing to test and if necessary, to follow latest technology and Internet trends. 

Furthermore, the prerequisites of the surveyed firms are very good for the strategic 

application of new open innovation tools which can help them in overcoming some of their 

natural limitations and therefore increase their significance in the competitive landscape (Mowery 

and Rosenberg, 2008). Moreover, via the application of external knowledge sources the entire 

innovation process can be accelerated and improved and missing competencies and knowledge 

can be compensated.  

However, our findings also highlight that despite their superiority regarding invention 

and idea generation, SMEs are often stretched to their limits at the commercialization stage. 

Consequently, SMEs should attach importance to the latter phased of the open innovation model 

(Thevenot, 2001) and focus more on either brining some of their new ideas successfully to the 

market or finding new markets for exiting products and technologies. Out bound open innovation 

activities could offer new possibilities to apply and market inventions and good ideas effectively, 

even if they cannot be realized internally. Through the use of online initiatives and platforms 

small and micro firm might be further able to get help and support in solving their marketing and 

sales problems, as these initiatives represent cost-effective possibilities for strengthening this 

knowledge-base and capabilities (Howe, 2008).  
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