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ABSTRACT

Economic decisions for a new product can impact any subsequent development, as well as the
launchingoftheproduct.Furthermore,unsuccessfuldecision-makingcanresultinmissingbusiness
opportunities or spending more money on rework. This article investigates economic decision-
makingintheproductdevelopmentprocess.Italsoenhancestheunderstandingoftheprocess,the
difficultiesinvolved,andhowtoimprovedecisionsduringnewproductdevelopment.Thus,thisstudy
canserveasareferencewhensupportmethodsforeconomicdecisionsarebeinginitiated.Industrial
engineersandengineeringmanagersuseeconomicdecision-makingfornewproductdevelopment.
Theresultsofthisstudyindicatethateconomicdecisionsarevitaltonewproductdevelopment,as
theyalsobringradicalchangesinthefieldsofIE/EM/PM.Theengineeringmanagementpractitioner
willunderstandtheimportanceofthesetopics,theirrelevancetoengineeringmanagement,andhow
engineeringmanagerscanintegratetheseideasintotheiroperationsandprojectmanagementlifecycle
andprojectmanagementsettings.Economicdecision-makingmodelsinIE/EM/PMshouldreplace
traditionalnon-scientificmethodsbecausetheyareinaccurateandspeculativeatbest.Overall,by
usingtheeconomicmodels,theengineeringmanagerisprioritizingonthelong-termprospectthat
thedecisionwillhave.
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INTRODUCTION

Background Information
Economyandeconomicsareconcernedwithhowfactorsofthebusinesschaininteract.Economicsisa
socialsciencethatinvolvesthestudyandanalysisofhowaproduct,good,orservice,movesfromthe
source(manufacturerorserviceprovider)totheenduser(consumer)andhowfactorsofproduction
affect theoverall efficiencyof thechain (Giordanoetal.,2011;Galli,2018c;Loyd,2016).The
economicperspectiveindecision-makingisparamount,andeconomicplanningisusedtostrategize
oneffectivelygeneratingtheproductinquestion.Meanwhile,economystudiestheavailabilityand
scarcityofresources,sotheresourcesinquestionincludeproduction,capital/investmentavailability,
anddistributionnetworks(Seram,2013;Ahern,Leavy,&Byrne,2014;Eskerod&Blichfeldt,2005).
Theabsenceorpresenceofthesefactorsassistsinmakinginformeddecisionswhenanalyzingthe
viabilityofanewventure.
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Anyone involvedmusthave thenecessary informationor technical assistancewhenmaking
decisionsfortheirfinancialwell-being.Economicdecision-makingassistsmanagers,investors,and
economiststogaugethesuccessrateofanewproductinthemarket.Also,thereturnoninvestment
(ROI)andmaximizingpayoffarethemajorincentivesforthepartiestousetheeconomicdecision-
makingprocess(Luglietti,2016;Xue,Baron,&Esteban,2016;Zhang,Bao,Wang,&Skitmore,2016).

Essentially,humanbeingsarepronetobeingmisguidedbyemotionandimpulseswhenmaking
decisions.Thus,rationaleemphasizesfocusingonmerit-based/factualdecisions(Virlic,2013;Zwikael,
&Smyrk,2012;Svejvig&Andersen,2015).Aneconomicdecisioninvolvestradeoffs,whereone
thingisgivenup(sacrificed)togainanother,andthetradeofffactorsareusuallyresources,suchas
money,time,andskill(Buchertetal.,2015;Milner,2016;Leeetal.,2013).Forexample,whena
partyisfacedwithmakingthechoiceofimmediatelow-profitordelayedhigh-profit,thelossofone
togainanotherisknownasthecostofadecision.Dobenefitsexceedcost?Doesupsideorincentive
offeredbythealternativeoutweighthecostofferedup?Theanswertothesequestionsassiststhe
decision-makertogenerateaninformeddecision.

Whenanewproductisbeingdeveloped,theinvestorsgotogreatlengthstoascertaintheventure
viability.Tolessentherisk,themostcommonquestionsaskedtogaugetheventureviabilityare:
isthereanopportunity(need)?Whatistheneed?Istherecompetition?Whoisthecompetition?
Whatistheproduct?Whatisneededtocomeupwiththeproduct?Thequestionscanbecategorized
torevolvearoundtheneed,companySWOTanalysis,competition,costofproduction,andtarget
market(Luglietti,2016;Medina&Medina,2015;UsmanTariq,2013).Researchisconductedby
theindividual(s)toanswerthesequestions,andcompaniesorprofessionalexpertsarecalleduponto
providetheservice.Inanewproductdevelopment,manyfactorsareconsideredbeforetheproduct
isdeveloped.Someoftheeconomicfactorsincludeprice,targetcustomers,andquality.Withprice,
abulkofthefinalconsumersoftheproductisswayedbythecostoftheproduct,soconsumersare
alwayslookingfordiscounts,providedthattheproductsatisfiestheintendedneed(Lugliettietal.,
2016;VonThieleSchwarz,2017;Marcelino-Sádabaetal.,2014).TheLugliettischoolofthought
hasbroughtaboutnewwaystosolvetheneedtoreducethecostoftheproduct.Forexample,retail
chainstoreshaveresultedinbuyingproductsinbulk,whichhaseliminatedmiddlemenandother
unnecessaryaspectsinthesupplychain.

Sinceproductsaredesignedtosatisfyspecificneedsoftheconsumer,theneeddictateshow
theproductwillbedesigned.Needsarespecifictothetargetconsumer,whichdictatesthenature
andcharacteristicoftheproduct.Targetconsumerscanbecategorizedintermsofage,socialclass,
religion,andculture,amongotherfactors(Yahaya&Bakar,2012;Nagel,2015;Galli,Kaviani,Bottani,
&Murino,2017).Forexample,youngpeoplewillbemoredrawntotrendsandappearances,while
oldergenerationswillbemoreconcernedwiththefunctionalityanduser-friendlycharacteristics.
Inaddition,thequalityofaproductanditspricegohand-in-hand.Asthequalityoftheproduct
increases,sodoesitspricebecausethequalityofaproductisdependentontheworkmanshipand
designoftheproduct.

Furthermore, theprocessof innovation iscomplex,as itcoversvariousdimensions,suchas
technological,process,product,managerial,organizational,andmarketing.Forfirmstointroduce
anewserviceorproductinthemarket,variousactivities,knownasnewproductdevelopment,are
undertaken(Tyagi,2014;Hartono,FNWijaya,&M.Arini,2014).Newproductdevelopmentisthe
transformationofanopportunity in themarketandsomegivenassumptionsregardingaproduct
technologyintoagoodorservicethatcanbesold.Thenewproductdevelopmentprocessisconsidered
tobeanintegralsectionoftheprocessofinnovationprocesses(Tyagi,2014;Galli,2018b).Also,it
isregardedasaninterdisciplinarytransformationthatrequiresallfunctionsofafirmtobeinvolved
intheprocessfromproductdesigntomarketing.Thus,firmsusuallyobtainagoodorservicethat
isusuallynewtoboththefirmandthemarket(Yakubu,2017;Gimenez-Espin,2013;Detert,2000).
Thisisusuallyachievedthrougharadicalinnovationorthroughtheimprovementofagoodorservice
thatalreadyexistsinthemarket.Therearetermsthatdisplaythemutualdependencebetweenthenew
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