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Abstract

Developing successful new products in New Zealand Small and Medium Enterprises
(SMEs) is difficult due to several factors. These include greater expectations, new
technology, reduced product lifecycles, high project failure rates, and the pressures
from competition. This presents a significant challenge for a product development
team as it leaves companies searching for opportunities to gain an advantage in the

market place.

The low level of research performed in relation to SMEs over the past number of
years, especially in the field of New Product Development (NPD), has resulted in an

increase in interest by practitioners and academics.

This research was aimed at exploring the pre-development phase currently employed
by SMEs within the New Zealand manufacturing industry. The purpose was to gauge
the understanding and importance of this early stage in NPD amongst practitioners
from these SMEs, as the literature highlighted this as an area of weakness requiring
empirical research. Specifically, the objectives set for this research investigation were
to survey manufacturing SMEs in New Zealand, compare the findings with past and
current research on a national and international level, and make conclusions in
relation to:
o The nature and complexity of the pre-development activities performed by
New Zealand manufacturing SMEs.
° The difficulties and/or limitations New Zealand manufacturing SMEs
encounter whilst implementing the pre-development activities.
o The importance of and attitude towards the pre-development phase with
regards to the overall NPD process and the company’s product

development efforts.

The study consisted of a questionnaire survey, run during June and July 2007 with
twenty-two SMEs representing the light engineering/manufacturing, electronics, and
food industry sectors. The questionnaire survey was followed up with one-on-one
interviews with some of the participating companies allowing for both quantitative

and qualitative data to be obtained.
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The research investigation found that the difficulties in carrying out the five pre-
development activities studied were common, compounded by the lack of skills in-
house to do so. Of the five pre-development activities studied, the preliminary
technical analysis was found to be given the most attention by the companies with
regard to overall project time, with lesser emphasis placed on the other four activities.
Many of the companies developed ‘new to the world’ products or entered new
markets with existing products where they primarily took part in the business-to-
business market. Good relationships existed between the manufacturing SMEs and

their suppliers, distributors and customers.

Management were found to have a high level of involvement in product planning, as
they tend to be involved in key decision making in NPD in SMEs. Many of the
companies had difficulty when it came to identifying opportunities and customer
needs, with the addition of numerous barriers limiting the implementation of NPD.
The greatest difficulties arose during the practical implementation of tools and
techniques due to several challenges, such as limited budgets, lack of time and

resources as well as incompatibility within the existing company culture.

Clearly, the pre-development phase is the basis for the remainder of the NPD process
with essential development decisions being made here. This phase is therefore crucial
in determining the likely outcome of NPD projects. The research findings suggested
that greater consideration and effort should be placed on the pre-development phase,
even more so with the cost increasing exponentially when mistakes are made later in
development. The study highlighted the need to improve the tools and techniques
available for use during the pre-development phase, as companies are aware of its
importance but find it the most difficult to undertake. High new product failure rates;
over-expenditure of project time; lack of awareness, commitment, and formality; and
the high level of difficulty experienced by the New Zealand SMEs studied, suggests
there is a need for the implementation of better tools and techniques during the pre-

development phase to aid successful NPD in New Zealand manufacturing SMEs.
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Definitions

Pre-development Phase, Front End (FE), Pre-phase 0, Pre-project Activities: “The
messy ‘getting started’ period of product development. Preceding the more formal
product development process, it generally consists of three tasks: strategic planning,
concept generation, and, especially, pre-technical evaluation. These activities are
often chaotic, unpredictable, and unstructured. In comparison, the subsequent new
product development process is typically structured, predictable, and formal, with
prescribed sets of activities, questions to be answered, and decisions to be made”

(Belliveau et al., 2002, p.444).

New Product Development (NPD), Product Development (PD): “The overall process
of strategy, organization, concept generation, product and marketing plan creation and
evaluation, and commercialization of a new product. Also frequently referred to just

as ‘product development’” (Belliveau et al., 2002, p. 450).

Small and Medium size Enterprise (SME): There is no official definition of an SME
in New Zealand. However, according to Organization for Economic Co-operation
and Development (The OECD small and medium enterprise outlook, 2000) they are
considered to:

e  Involve personal ownership and management

e  Have few or no specialist managerial staff

e  Be no part of a large business enterprise

In addition to the above, Cameron and Massey (1999) and the Ministry of Economic
Development (2007) define a SME as an enterprise employing between zero and 99
employees whereas of February 2006, SMEs made up 99.4 percent of New Zealand

enterprises (SMEs in New Zealand: structure and dynamics, 2007).

New Zealand Manufacturing Industry: Companies within the New Zealand
manufacturing and production industry have been defined by Statistics New Zealand
(2007) as: those producing “goods from raw materials or assembles products from
components. It supplies the domestic and international markets and some specialist

niche markets”.
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