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Introduction
As long as people live on this planet there has always been new products developed to make
life more easy and enjoying. Some products became a success and others never reached the
majority of the consumers. The reasons why new products are popular or not, are very
interesting for companies which are willing to implement an innovative product. But not all
companies focus on the right factors that influence the success of an innovation. This paper
will provide the factors companies and literature mention as the most important to increase
the chances of good product development.

Problem description
Putting a new product on the market is always a risk and if SMEs know how to make that risk
as small as possible the chance to survive in the market with the large firms can be
maximised.
All companies want to be successful no matter if their target is to make a lot of money or to
have a good image. But for SMEs it is quite difficult to compete with the large firms because
they have a more advanced and bigger R&D system. So SMEs need to focus on what is
important in creating a new product to keep the costs low and to have the possibility to attend
in the market. Those success factors are not just a protocol that a SME can follow but all the
divisions and levels in the company needs to be addressed to those factors. This can be a
problem if a company does not know what to focus on.

Social relevance
Millions of euro’s flow out of companies just because of wrong innovations. Some
innovations will not be adopted by the market and the risk of creating a un useful product is
quite high. If SMEs do not follow the success factors for creating a new product the risk of
failure won’t be reduced. First of all, it is a waste of time and energy to create a product
which won’t be adopted by the market and that time and effort can better be put in
environmental issues. Secondly, when those companies fail and go bankrupt the
unemployment will increase. The fact that SMEs constitute 60-70% of total employment
(OECD, 2000) makes it even more important that they do the right thing when inventing a
new product. When implementing the success factors on NPD the company will be more
efficient and effective and will reduce the waste of money.

Theoretical relevance
This study may contribute to clarify how companies should develop a new product. If the
companies that attend to the survey confirm the theories about the success factors for NPD,
some conclusions can be made. Those conclusions can become the standard points for SMEs
to look at when creating a new product if they want to be successful.

Research objective and research questions
The objective is to find the most important factors which a company must be aware of so the
implementation of a new product has the highest chance to be successful. The need of SMEs
in a society is increasingly recognised by governments all over the world. SMEs account for
over 95% of the business population (OECD, 2000). Because of their great presence, it is
important that SMEs know what to focus on when they create a new product. With the right
focus those SMEs can also become a large firm which is the goal of most of the smaller firms.
The main questions addressed in this paper are:
•   What are the critical success factors of a product innovation?
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•   How do SMEs cope with the critical success factors?
•   What are the difficulties in measuring the critical success factors?

Reading guide
The first chapter is about how the management could be innovative. This is the basis for
product information where the second chapter focusses on. In the second chapter the most
often mentioned success factors of a product innovation will be ranked. In the third chapter
those success factors will be linked to SMEs and arguments are given why open innovation is
important for SMEs. Chapter four begins with summing up the difficulties in measuring those
critical success factors. It is mostly about misinterpretations of the word success.
After the literature the method how this paper is realised will be explained and the results are
summarised. The paper ends with the conclusion.
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Literature
To get a clear vision about the critical succes factors literature is needed. In the following part
the most interesting and important findings of the literature is presented. These findings are
devided in four parts which cover the main questions. Each of those four parts is devided in
subparagraphs.

1.   Innovative management
Success of innovation is split in different departments (see 1.1).

(figure 1.1)
Product innovation is one of the departments of innovation. This research will focus on that
specific aspect. But before the product innovation can take place the company has to meet
certain standards. Those standards are critical to create a successful product and to predict
how the product innovation will affect the company.
In several articles product innovation is linked to an innovative top management. (Cooper &
Edgett), (investopedia). The top management should support the projects to create an
innovative product. The management is the one which create the innovative possibilities in
the entire company and is therefore important for all the divisions of innovation. To have the
top management be innovative they should meet with the critical success factors of innovative
management which are the following.

1.1 Understand why the innovation is necessary
The management must see the importance of the innovation to have a clear vision about how
the product should look like. Also, they need to have an interest in innovate a product and all
managers must share that vision. The purpose of breakthrough innovation for the company is
to generate growth for the entire company. For that growth, the company must know how
they want to present them self in the future and how the company might look like in a couple
of years. If the company only base their strategy on the past they can be irrelevant in the
future, so the challenge is to be needed either now and in the future. The future can not be
predicted but it can be estimated and the managers have to make accurate guesswork.
(Terwilliger, J.)
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1.2 Place on the market
The management must be well informed about the market and so about what type of business
they want to be in. The amount of risk that can be taken should be clear to move toward
breakthrough. Risk together with value absurdity are essential to get the organisation in
profitable points of interest. Risk-taking is indispensable for strategic and cultural
implications while value absurdity on the other hand is essential to go in unexpected en
therefore highly valuable new directions. For all the heads of the management has to stand in
the same direction otherwise the problem of short-term needs reallocating resources for the
long-term success. The top management must be sure that they focus on the ‘important’
instead of the ‘merely urgent’. This top management consist of a team with interest in the
needs of the shareholders. So they do not miss anything important which is the problem of an
autocracy. (Terwilliger, J.)

2.   Product innovation
If the management is innovative it will be easier to create a successful innovative product.
Product innovation is one of the fundamental instruments of growth strategies to enter a new
market, broaden their own market and make themselves stronger against competitors. But
with the dynamism of the environment these days and changes in consumption patterns, it is a
tough job for SMEs to innovate in products.
These days it is easy to copy new products or innovations. It doesn’t matter who creates the
product or innovation because everybody can. This universalism makes it more important to
be good in what you do because otherwise there will be someone else who can do it better.
While creating a product it is important to keep some point in mind to increase the chances of
a success for the product. Therefore, the following list is made with the most often mentioned
success factors of a product innovation.

2.1 Seek differentiated, superior products
One really important factor is that the product is superior; the advance this product has in
comparison with the alternatives a consumer has to fulfil its needs. This is more difficult than
expected. In fact, only a few companies can find the specific facets of the product they want
to introduce to make it superior. Furthermore, the majority of companies don’t even focus on
product superiority when they are selecting and designing a product. The focus is more on
simple and inexpensive projects, which penalize projects that focus on making a superior
product. (Robert G. Cooper), (Cooper & Edgett).

2.2 Up-front homework pays off / Market orientation
Too many of the projects move to fast from the idea they created to the development, without
proper up-front homework. The lack of insight that this is really necessary often results in
failure of the innovative product. (Robert G. Cooper), (investopedia), (Cooper & Edgett)
The use of more time, money and effort pays off in the way that the product and process is of
high quality and that correlate significant with both the profitability and impact of the new
product. (Cooper, R. G., & Kleinschmidt, E. J)
“Firms’ orientation towards customers or competitors is likely to influence how they respond
to changes in the marketplace, in particular, the extent to which firms develop and introduce
new products” (Lewis, 2001).
The outcome for targeting the wrong market is product failure. A good example of a lack of
market orientation is Microsofts Zune, a mp3 player, which was launched in 2006 to compete

6

Tom Noordeman

CRITICAL SUCCESS FACTORS OF A PRODUCT INNOVATION FOR SMES
with the iPod. This device failed because Microsoft was just chasing Apple and created
almost the same product as the iPod, which consumers preferred because they already knew
how the iPod worked. Microsoft could have predicted this failure if they asked potential users
feedback about the ideas and test the response of the users to the marketing message.
Another good example of that up-front homework pays off is the ready to drink coffee of
Maxwell House. In 1990 Maxwell House decided to create a new product which was instant
coffee without having people to actually make the coffee themselves. This product was
available at the local supermarket and only had to be reheated in the microwave. This was
exactly the problem. The coffee couldn’t be reheated in the original packaging so instead
consumers had to pour the coffee into a mug and then it could be put in the microwave. This
was almost the same as pouring yourself a cup of fresh coffee from the coffeemaker. So
consumers kept making the coffee themselves and the company had to abandon the product.
This example describes the problem of trying to fix a non-existent problem. There was no
problem and the company could have foresee this outcome with some up-front homework
(Grabowski, 2015).

2.3 Build in the voice of the customer
These days the customer decides how a product should look like. The new product projects
that become successful listen to the voice of the customer. Sadly, also for this point too few
businesses focus on the customer when creating a new product even if the product is design
for de customer. (Robert G. Cooper), (Cooper & Edgett)
Even big data, heavy investments in innovation and efficient R&D isn’t the solution for the
failure rates around 60 percent for new products and two thirds of new products don’t even
make it to the launch. Listening to the voice of the consumer can be difficult but with the right
investmenst and research it is more likely to reach what the consumer wants (Meer, Landry,
Sharna)
To optimize the requests of the consumer a couple practices can be followed. An important
practice is to gather all the facts. This can be achieved by a series of in depth questions to
clarify the context. With this method the real needs of the consumers will reveal. Another
practice is to get the right parties together. It is important that those parties collaborate
between technical groups on both sides. This has to do with open communication which will
be explained in part 3.3 the third practice is to stay ahead of the curve. Technology developers
will increase their chance of meeting the costumer requests if they proactively explore the
potential market with its opportunities and applications. Products can be created with the view
of what consumers want in the future and how to fulfil those requests. The last way to
increase information about that the consumer really wants is to develop prototypes and see
how consumers react to those prototypes. (Peace, D)

2.4 Demand sharp, stable and early product definition
It is very important to have a clear vision of the product and how the product and the target
market should look like. Therefore, investigation in how it should be presented, what the
benefits are and what is needed for the product is a must before you start the development.
Without this vision new product failure and delays in time to market can occur. (Robert G.
Cooper), (Cooper & Edgett)

2.5 Plan and resource the market launch ... early in the game!
Before the product is launched the product should be evaluated after five major stages. The
evaluation is dynamic and can be adjusted during the tests. The five stages in product
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evaluation are concept testing, prototype testing, pretest market, test market, and launch
(Ayyildiz, Cengiz, Kirkbir).
Successful products have most of the time a strong market launch. If the product must be a
success a lot of time and money should be invested in the launch of the product. The need for
a well planned, resourced and executed launch is the core of a quality launch and should be
the standard. In some projects this goes wrong because only after the product is made the
business take a look at the product and how it should be launched. (Robert G. Cooper),
(Cooper & Edgett).
In the current business environment firms that develop new products quickly and on time will
be one step ahead of other companies. Everything is moving fast these days and also the
employees are expected to do exponential more in less time. (Ayyildiz, Cengiz, Kirkbir).
The market must be able to fulfil all the aspects that a new product needs. NPD strategy is
determined within the framework of the organizational objectives, environmental factors, past
and present performances, resource availability and corporate capability (Ayyildiz, Cengiz,
Kirkbir). So if a new product will succeed all the points in the framework could be reached.

2.6 Build tough go/kill decision points into your process – a funnel, not a tunnel.
A lot of companies misallocate scarce resources because they approve to many projects
without a good view of the future profits from that project. When a company starts with a
project they lose the vision and go on with the project until it is finished. However, sometimes
it would be better to just kill the project and use the resources for other projects. Go/kill
decision points correlate strongly with the profits of a businesses new product. The go/kill
decision points are unfortunately the weakest ingredient of all process factors studied.
(Robert G. Cooper), (Cooper & Edgett)

2.7 Organize around true cross-functional projects teams.
A variety of studies conclude that a good organizational design strongly correlates to success.
A good organisational design means that a project has a strong leader who is accountable for
the whole project from the start to the end, and under supervision of that leader a crossfunctional team. The top management is also involved in the project and is focussed on the
targets. (Robert G. Cooper), (Cooper & Edgett)
“NPD teams are frequently used to integrate employees from several company departments
and give opportunities for simplification and parallel processing.” (Ayyildiz, Cengiz, Kirkbir)

2.8 Build an international orientation into your new product process.
New products aimed at international markets (as opposed to domestic) and with international
requirements built in from the outset fare better, (Robert G. Cooper), (Cooper & Edgett). The
market is larger then only one country and with an international focus from the start you keep
the opportunities to expand the product to other countries. Other countries can also predict
trends so with product innovation looking at other countries can tell you what will be popular
and not.

2.9 Top management support
The support of top management is critical to a project’s success without that support budget,
resources, etc. are not likely to be granted to the project and it may not get the priority it needs
within the business as a while. However, while the design team cannot force management to
support their projects they can develop the political savvy to persuade management to support
the best projects. (investopedia)
“The Role Of Top Management Is Central To Success.” (Cooper & Edgett)
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Knowledge management is part of the central of success. Knowledge management is a group
of clearly defined processes or methods used to search important knowledge among different
knowledge management operations. (Ayyildiz, Cengiz, Kirkbir)

2.10 Technology
Technology was formerly considered as the most important factor of the success of a new
product. A new product was seen as the outcome of proactive R&D and the application of
science. This approach is called technology pushing and is still very successful in technology
branches where projects are expensive and the market is fast (Stankovic, Djukic). The
technology used to create and deliver the product must be suitable for the market. While it is
unlikely that the design team will have the final say in technology budgets or appropriation it
is likely that they will be able to influence the development teams in their choice of
technology. Technology must be chosen with the end-users in mind. (investopedia)
Innovation in the management of a business is essentially concerned with product
improvements, the development of new ones and the development or improvement in
production processes. (Ayyildiz, Cengiz, Kirkbir)

3.   Innovation in SMEs
Innovation in SMEs differs considerably from the way large firms innovate. SMEs react more
quickly to changes in the market then large firms. SMEs are much more flexible because, due
to their size, they are free of the bureaucratic inertia forces that larger firms have to cope with.
Behavioural advantages, such as the quick reaction to the market and a great flexibility, are
the main success factors for SMEs that execute innovative activities (Rothwell & Dodgson,
1994).

3.1 Change in focus from the past till now
Traditionally, large companies focussed on internal R&D to develop new products. These
large internal R&D labs create large entry barriers for new rivals. As a result, large firms with
the biggest R&D capabilities could compete easily with smaller rivals (Teece, 1986). This
process in which the large firms focus and create everything internally is called the closed
innovation model. For years this model works fine for the large companies but for the smaller
companies it was hard to compete. Nowadays the smaller companies have a lot of
opportunities to be innovative and create new products. This is because the current innovation
landscape has changed. Due to labour mobility, exchange of knowledge and abundant venture
capital across multiple companies, it became to costly for enterprises to innovate without
other companies. As a result, the open innovation model became popular and therefore the
small and medium firms can also compete in the market. They can work together to have the
same information and knowledge as large firms that work independently.

3.2 Difference in SMEs and larger firms
Innovation in small and medium enterprises(SMEs) is not where the majority of literature is
focussing on. The literature focusses mainly on the study of entrepreneurial traits or structural
characteristics. (Hoffman et al., 1998)
According to Shaw and Hoffman, little is known about the embedding of innovation in SMEs.
(Shaw, 1998; Paniccia, 1998). However, after some time spent on research, interesting papers
about innovation in SMEs were found. Research showed evidence that larger firms are not
statistically better in new innovations that SMEs, so SMEs can have the capacity to do a
radical innovation. SMEs are flexible and specific which can be an advantage in innovation
9
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and meeting the new needs of the market. To have sufficient capacity can however be a
problem to manage the whole innovation process by them self. This forces them to work
together with other firms. They have to exchange their information with the collaborating
companies. This open innovation places external ideas on the same level of importance as
internal ideas. This is, because of the load of information, a possibility to create together with
others a strong new product. Collaborate with other firms shorten innovation time and reduces
risk and costs (Hagedoorn, 1993).

3.3 Importance of open innovation for SMEs
In order to continue on external influences, the external sources play an important role in the
possibilities for open innovation in SMEs. Large firms can focus on R&D in open innovation
efforts while SMEs lack the capacity of marketing channels, contacts and facilities to
manufacture the product and introduce it to the innovation market and therefore SMEs focus
more on commercialisation (Narula, 2004). Open innovation in SMEs happens when they
work together with a firm specialised in marketing and focusses on market exploitation,
market test, or an analysis on the preferences of the customer. Or if a firm specialised in
marketing has important information about the market and with a strong supply chain system.
Which includes well-developed distribution channels and direct contacts with the
manufacturing firm (Rothaermel and Deeds, 2004). SMEs with important information can
collaborate and be more efficient than a large company on it’s own.

4.   Difficulties in new product success factor measurements
A lot of research effort has been devoted to NPD over the last thirty years, but the research in
new product success is still in a preliminary phase. Therefore, difficulties are not all clear yet
and that increases the uncertainty about implementing a new product.

	
  
4.1 Interpretation of measurements
One of the main problems when measuring new product success is that the meaning of such
success is not clear. In addition, success is not the same for every interest group. R&D can
have a different interpretation of success then manufacturing. Thus, success can be a valueladen concept. Because of the little theoretical work, the dividing of a success indicator or
determinants is not clear and the problems mentioned above will even become more unclear.
Moreover, the different levels of indicators and the difference in indicators and determinants
make it even more complicated to use measures for success (Huang et al. 2004).

4.2 Comparison of measurements
Another problem is that NPD researched new product success too opportunistically. Some
researchers based the success rate on the availability of data, which result in a number of
suggested measures for success. (Cooper & Kleinschmidt, 1993b). The suggested measures
are commonly not based on theory and are noncumulative, which makes it difficult to
compare measures. One cause for it is that a new product has influence on different levels in
the organisation (Cooper & Kleinschmidt, 1987), is complex and dynamic, and only
perceivable in the long run (Maidique & Zirger, 1985). If those levels of dimensions are clear,
the problem of conceptualising success can be tackled.
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Method
To reach the information needed to make assumptions of the most important success factors
of a product innovation for SMES literature is needed. There are a lot of different points to be
mentioned following the literature so the factors mentioned in this paper are based on the
points which came up the most in different articles. All of the success factors are explained
and summarized from the articles. The target is to make them as objective as possible so
arguments from different perspectives are given to substantiate it.
Besides literature inside knowledge and information is key to approve those assumptions
based on literature. A questionnaire provided the information needed from the companies
within the criteria, which is based on the relevant points for this research. What the specific
points are, will be explained later in the results. To reach the target group an email was sent to
all of the desired companies. The response was fairly low so a reminder had to be sent as well.
The response was still not enough after that so companies had to be approached in different
ways. Using the possible network and calling companies was the solution. All the companies
on the first hand were selected with the program Orbis but because using the possible network
to get enough response companies were also selected without Orbis and just by doing research
on the companies and the interest points of the companies.
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Result
To reach the target group companies are selected on several criteria. They have to be active in
The Netherlands and they should have research and development expenses. They must also
have an e-mail address because the questionnaire is spread by e-mail. With these criteria only
105 companies were suitable for my research and a little adjustment had to be made. To have
enough companies suitable for the questionnaire not only product but also service innovation
has taken into account.
The literature provided the results which are used in the questionnaire. From the literature the
most important critical success factors were stated and after summarizing the literature it gave
a good overview about what is really important and what is important but not critical. The
outcome of the success factors was put into the questionnaire and the questionnaire was filled
in by the chosen companies. In the questionnaire, the companies had to rate the importance of
the ten factors mentioned in chapter 2.1-2.10.

Questionnaire	
   Question	
  Average
8,5
6,38

7,33

6,83

8
6,25

5,92

5,83

5,54

6,7

(Graph 1.1)
In the graph above (Graph 1.1) the outcome of the questionnaire is visualized. Every factor is
measured in how important companies think it is and the average is clear. From the literature
these ten points were the most important factors to follow for product innovation in SMEs.
Following the answers, the companies in the target group gave as the most important success
factors of a product innovation for SMEs a superior product, technology which is suitable for
the target market and building the voice of the consumer.

(Table 1.1)
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The table above (Table 1.1) also shows the means but with the standard deviation. For the
three most important factors the standard deviations are the following: A superior product
1,02, technology 1,10 and build the voice of the consumer 2,08. This means that most of the
answers given for a superior product lay around the average. For the voice of the consumer
the answers are in a wider range from the average which makes it a bit more difficult to make
the right assumptions. These standard deviations should be kept in mind while making
assumptions about important success factors.

Conclusion
Literature and questionnaire answered the research questions and gave some possibilities to
solve the problem mentioned in the problem description and answer the research questions.
The objective was to find the most important factors which a company must be aware of when
implementing a new product or product innovation. The literature provided all the
information needed to make a list of the most important factors and the questionnaire
provided the confirmation of those factors which together answered the first main question.
The critical success factors of product innovation are the ten point mentioned with as most
mentioned points a superior product, technology which is suitable for the target market and
building the voice of the consumer.
The second main question about how SMEs cope with the critical success factors is answered
with for example how the focus has changed from the past till now. Large companies in the
past had a closed innovation model which made it difficult for SMEs to compete but
nowadays the landscape has changed, because of a lot of factors, into an open innovation
model which stimulates collaboration of information. This made it possible for SMEs to
compete with the large companies. The differences in SMEs and larger firms also influence
how they cope with the critical success factors. SMEs are more flexible and specific and can
adapt the need of the market more easily. They also have to collaborate with other firms to
keep the R&D costs low while large companies can count on their internal innovation. Again
this topic was a part about open innovation which seems to be very important and is also the
last point of the second main question. External sources play an important role in the
possibilities for open innovation. Large firms can focus on R&D in open innovation while
SMEs have to focus on a specific aspect like marketing and supply chain or market
exploitation to keep the costs low. If they have important information for other companies,
they can collaborate and be more efficient then a large company.
The difficulties in measuring the critical success factors is the final topic covered in the
literature. One of the main problems in NPD is that the meaning of success is not clear. In
addition, the meaning of success is not the same for every interest group. Furthermore, R&D
can have a different interpretation of success then manufacturing. Those departments don’t
have the same vision and it can have a different meaning. The different levels of indicators
make it more complicated to measure success. Another problem is that NPD thinks too
opportunistically or base the success parameters on insufficient data. The suggested measures
are commonly not based on theory which makes comparing measurements difficult.
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Appendix
Questionnaire product innovation in SMEs
Dear Sir/Madam,
For research for my thesis about success factors of a product/service innovation for
companies I created a list of the most important success factors a company need to be aware
of. I want to know if in practice these are the most important factors. Participation in this
questionnaire will only take 3 minutes.
Can you list the importance of the factor for product/service innovation?
1.   A superior product; the advance this product/service has in comparison with the
alternatives a consumer has to fulfil its needs.
2.   Market orientation and up front homework; not moving to fast from the idea to the
development stage.
3.   Built the voice of the consumer; the consumer decides how an innovation should look
like.
4.   Demand sharp and stable product/service definition; clear vision about how the
product/service should look like.
5.   Strong market launch of the product/service.
6.   Know the go/kill decision point; stop the development of a product/service when it
seems to be not profitable.
7.   Cross functional project teams; teams from different departments and use one strong
leader for the team.
8.   Built an international orientation in your new product/service process; keep the other
countries in mind.
9.   Support of top management; top management should be innovative.
10.  Technology; the technology used must be suitable for the target market.
Thank you for your participation. It is greatly appreciated.
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