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Abstract 

  This paper titled “Impact of New Product 

Development on Organisation Performance” seeks 

to examine how firms can make a difference in a 

dynamic business environment where competition 

is extremely high, and every organisation is looking 

forward to outweigh its competitors as regards to 

developing either entirely new or modifying the 

existing product has become extremely essential for 

enhancing the performance. Therefore, the firms 

are now required to focus more on the quality of the 

product and its important value to the market 

instead of internal efficiency. Hence, more 

emphasis is being placed on the new product 

development processes that enable the firms to 

develop more complex products to provide good 

quality products and services to the customers. It 

also made emphasis on the features of successful 

product development as well as challenges or 

hindrances of new product development. The 

methodology adopted was the use of relevant and 

related literatures from the existing ones. Based on 

the findings of the previous researchers, it was 

concluded that Conscious organisations must see 
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product development and innovation as important 

to their existence and competitiveness. 

Recommendation was made that firm should collect 

as many ideas as possible and a large number of 

these should come from customers so that the firm 

can be in a better position to design and develop 

new products. 

  

Introduction 

For most organisations, developing and introducing new products are vital for 

their survival, but these are costly business processes. The ever increasingly 

high rate of new product failure makes new product development risky since 

there is a high certainty of large financial loss. Hence, organizations need to 

effectively understand and manage risks associated with developing new 

products.The willingness to accept this risk is to some extent dependent on the 

corporate character of thee firm. Organisations need to constantly innovate to 

increase their products and market share, because it will be rewarding to put a 

robust process in place.  

Companies across the world are faced with changes to both the production 

technology and service organization. The product life cycle has never been as 

short as now, therefore, new product development is one of the most important 

business tasks. Using only the traditional methods of increasing 

competitiveness, for example, cost reduction, it is not possible to remain on the 

market. Only a consistent approach and the development of creative ideas are 

the factors, which help a company to successfully operate (Irena, Maris & 

Liene, 2016). 

Today’s successful firms learn and re-learn how to deal with the dynamics of 

consumers, competitors and technologies, all of which require companies to 

review and reconstitute the products and services they offer to the market. This, 

in turn, requires the development of new products and services to replace 

current ones.The business plan should provide guidance on likely areas for 

product development and in circumstances will constraints development or at 

least provide a strategic method of comparing opportunities (Chanchal, 2010).  

Product development is basically a process of bringing new product and service 

to market. New product development is a flexible means of utilising a 

company's strengths and changes in the marketing environment to provide a 
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competitive advantage for such firm, and it’s a veritable tool for business 

progress. However, there is no guarantee that every new product introduced to 

market must succeed.  

Product development is the set of activities beginning with the perception of a 

market opportunity and ending in the production, sale and delivery of a product. 

The economic success of manufacturing firms depends on their ability to 

identify the needs of customers and to quickly create products that meet these 

needs and can be produced at low cost (Ulrich & Eppinger, 2004). 

To be successful at product innovation, a firm needs to have a process in place. 

The number one success factor is a unique superior product, a differentiated 

product that delivers unique benefits and superior value to the customer 

(Cooper, 2001).  

In reality, there is virtually no radical new product, rather the modified ones that 

exists in the market. Because what is new to someone in one location may not 

be new to another person in another location. Based on this premise, this paper 

tends to examine the possible impacts of new product or innovative product 

may have on organisation performance. 

 

Review of Literature  

Kotler and Armstrong (2005), a new product is a good, and service or idea that 

is perceived by some potential customers as new. New product can be referred 

as original products, product improvement, product modifications and new 

brands that the firm develops through its own research and development effort. 

David and Nigel (2001), new products and services introduction can be 

classified according to (1) newness to the market and (2) the extent of customer 

value created, resulting in the following types of new products. Ewah, Ekeng, 

AB, and Umanta (2008), new products are the life blood of companies, large or 

small. Proficiency in new product development can contribute to the success of 

many companies. If companies can improve their efficiency at launching new 

products, they could double their bottom line. It is necessary that companies 

developed new products to replace those that have become outdated or 

introduce completely new products that will be captivating before larger market. 

Product development is the creation of products with new or different 

characteristics that offer new or additional benefits to the customer. Product 

development may involve modification of an existing product or its presentation 

or formulation of an entirely new product that satisfies a newly defined 
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customer want or market niche (Ullman, 2009; Ulrich & Eppinger, 2004). 

Akpan (2003), a new product is one that serves an entirely new function or is a 

major improvement on an existing function. The real test of newness is what a 

product does for a consumer.  

 

New Product Development Process 

Below are some of the various processes or steps a new product can pass 

through after being developed: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure: 1 (New Product Development Process) 

 

Idea Generation:  

New product development starts with ideas. Sound ideas normally come from 

salesmen, consumers, middlemen, investors, trade associates, competitors, new 

technologies etc. The most systematic approach to identifying new product 

ideas involves the analysis of customer needs. 
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Screening of Ideas:  

A producer must take into cognizance that there should be enough market 

demand for the product, by knowing the size and location of the would-be 

market. Also to know the product price, development time and costs, 

manufacturing costs, and rate of return. The new product committee then 

reviews each idea against criteria such as: Does the product meet customers’ 

needs? Would it offer higher value? Will the new product deliver the expected 

sales volume, sales growth, and profit? The ideas that scale this screening move 

on to the concept testing stage. 

 

Concept Testing:  

The success or failure of any new product depend largely on consumer response. 

This is designed to elicit consumer’s response where necessary. New idea 

concerning the product usage, design change and competitive views can be 

identified. In line with the present realities, firms can design a number of 

prototypes via computer and then create plastic models to elicit response from 

potential consumers. Although, the more the tested concepts resemble the final 

product or experience, the more reliable such concept testing would be. 

 

Business Analysis:  

At this point, firm evaluates the would-be new product’s business attractiveness 

by preparing sales, cost, and profit projections to determine whether these 

satisfy firm’s objectives. The experts would now determine if they can produce 

the product in an acceptable quality and quantity with a satisfactory cost. Pilot 

models or little quantities should be produced and necessary costing should be 

taken. 

 

Product/Prototype Development:  

At this point firm makes use of quality function development to develop one or 

more physical versions of the product concept. The aim is to ascertain a 

prototype that customers believe embodies the major characteristics described 

in the product-concept statement, that performs safely under normal use, and 

that can be produced within the budget framework. As soon as the prototypes 

are ready, they are put through rigorous functional tests and customer tests. 

Alpha testing means testing the product within the firm to see how it performs 

in different applications. After refining the prototype further, the company 
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moves to beta testing, enlisting customers to use the prototype and give 

feedback on their experiences. Beta testing is most useful when the potential 

customers are heterogeneous, the potential applications are not fully known, 

several decision makers are involved in purchasing the product, and opinion 

leadership from early adopters is sought. 

 

Market Testing:  

After firm is satisfied with functional and psychological performance, the 

product is ready to be packaged up with a brand name and taken for a market 

test. It is advisable to test the product with full marketing programmes in a 

selected geographic area. The new product is now introduced to know how big 

the market is and how consumers and dealers react to such product in terms of 

handling, using, and re-buying the product. 

  

Commercialization:  

This is when the firm go into a full-scale production and marketing of the 

product. The firm can decide at this stage to build or rent the manufacturing 

facility. The firm will take critical decision at this stage, by determining when 

(timing), where (location), to whom (target-market) etc. 

 

Features of Successful Product Development 

There are five dimensions all of which ultimately relate to profit, and are 

commonly used to evaluate the performance of a product development effort: 

1. Product Quality: How good is the product resulting from the 

development effort does it satisfy customer needs?; is it robust and 

reliable?; Product quality is ultimately reflected in market share and 

the price that customers are willing to pay. 

2. Product Cost: What is the manufacturing cost of the product?. This 

cost includes spending on capital equipment and tooling as well as 

the incremental cost of producing each unit of the product. Product 

cost determines how much profit accrues to the firm for a particular 

sales volume and a particular sales price. 

3. Development Time: How quickly did the team complete the product 

development effort?. Development time determines how responsive 

the firm can be to competitive forces and to technological 
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developments as well as how quickly the firm receives the economic 

returns from the team’s efforts. 

4. Development Cost: How much did the firm have to spend to develop 

the product?. Development cost is usually a significant fraction of the 

investment required to achieve the profits. 

5. Development Capability: Are the team and the firm better able to 

develop future products as a result of their experience with a product 

development project?; Development capability is an asset the firm 

can use to develop products more effectively and economically in the 

future. 

 

Possible Challenges of Product Development 

 Developing great products is hard. Few companies are highly successful more 

than half the time. These odds present a significant challenge for a product 

development team. Some of the characteristics that make product development 

challenging are?. 

1. Trade-offs: An airplane can be made lighter but this action will probably 

increase manufacturing cost. One of the most difficult aspects of product 

development is recognizing, understanding and managing such trade-

offs in a way that maximizes the success of the product. 

2. Dynamics: Technologies improve, customer preferences evolve 

competitors introduce the products and the macroeconomic environment 

shifts. Decision making in an environment of constant change is a 

formidable task. 

3. Details: The choice between using screws or snap/fits on the enclosure 

of a computer can have economic implications of millions of dollars. 

Developing a product of even modest complexity may require thousands 

of such decisions. 

4. Time Pressure: Anyone of these difficulties would be easily 

manageable by itself given plenty of time but product development 

decisions must usually be made quickly and without complete 

information. 

5. Economics: Developing, producing, and marketing a new product 

requires a large investment. To earn a reasonable return on this 

investment the resulting product must be both appealing to customers 

and relatively inexpensive to produce. For many people product 
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development is interesting precisely because it is challenging. For others, 

several intrinsic attributes also contribute to its appeal. 

6. Creation: The product development process begins with an idea and 

ends with the production of a physical artifact. When viewed both in its 

entirety and at the level of individual activities, the product development 

process is intensely creative. 

7. Satisfaction of Societal and Individual Needs: All products are aimed 

at satisfying needs of some kind. Individuals interested in developing 

new products can almost always find institutional settings in which they 

can develop products satisfying what they consider to be important 

needs. 

8. Team Diversity: Successful development requires many different skills 

and talents. As a result, development teams involve people with a wide 

range of different training, experience, perspectives, and personalities. 

9. Team Spirit: Product development teams are often highly motivated, 

cooperative groups. The team members make co-located so they can 

focus their collective energy on creating the product. This situation can 

result in lasting camaraderie among team members. 

 

Methodology 

This paper adopts the views of other researchers from existing literatures and 

other relevant documents. This research by deductive approach was able to 

adopt this method due to availability of literatures that can be able to provide 

all the required information needed.  

 

Conclusion  

Involving in product development and innovation can immensely drive 

performance in any organisation. It is pertinent to note that product 

development, product innovation and high levels of performance do not easily 

come. Conscious organisations must see product development and innovation 

as important to their existence and competitiveness. Previous research has 

shown that product development and innovation initiatives are not just enough 

to secure that rewarding market share. Rather, a much more comprehensible 

alignment of factors, drive the product development objective to meaningful 

utilization of resources. 
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New product success still remains the serious challenge for companies. Many 

companies are aware of the vital role new products must play in their quest for 

future success. Firms are constantly looking for ways to revitalize, restructure 

and redesign their NPD practices and processes for better outcomes.  

 

Recommendation  

It is important that firm should collect as many ideas as possible and a large 

number of these should come from customers so that the firm can be in a better 

position to design and develop new products.  
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