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Abstract 

New Product Development (NPD) is a strategic issue of successful business in the competitive 

era of the new global economy. Pakistan is relatively small, in the Asian region, yet a promising 

nation in the South East Asian region. Unfortunately, over the past few decades, the country’s 

export performance has remained sluggish due to slower growth of NPD in her industrial sector. 

The present study conceptually examines the issue of challenges and remedial strategies 

involved in the context of R & D in the process of NPD in Pakistani industries at-large. Indeed, 

textile industry is currently a major segment (46%) of the Pakistani industrial sector. In general, 

the focus of the study is on NPD strategic criteria of the nation. The study discusses global and 

inward challenges and spells out the steps in formulating a new strategy towards NPD. Pakistan 

policy makers need to identify and focus on policies towards improvement of FDI inflows, 

industrial education, technology advancement, R &D budget, and establishing the industrial 

cluster among several other factors as building blocks of the NDP. 
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1. Introduction 

The process of developing a new product or service in the market involves a considerable 

attention to factors deployment and dealing with challenges faced by the industrial sector of a 

developing country. The major issue is pertaining to the concept generation, strategy 

development, organization of the processes, creating a marketing plan, commercializing the 

new product created and evaluating the whole process starting with the creation of the product 

and ending with its actual realization by customers. In this context, there has been a 

well-established cooperation and coordination, by several studies in the literature, between the 

research and development (R&D) and marketing efforts. If these efforts have been well-aligned, 

they will result in a high NPD success rate and thus in high firm competitiveness 

(Atuahene-Gima & Evangelista, 2000). By and large, R&D strategy with effective marketing 

plans can substantiate the company’s capabilities  in meeting the customers’ needs and 

exceeding their expectations (Ruekert, & Bonner, 2001). Indeed, R&D and marketing 

association bound to play a dynamic role in the business positioning of envisaged NPD. The 

NPD process comprises a number of stages in which R&D and marketing collaboration 

constitute a critical step. R&D and marketing personnel, however, hold a different perspective 

on the NPD process. For them, the improvement strategy and environmental care also cause a 

denting effect on NPD performance in reality.  

This paper specifically focused on the issues of new product development in Pakistan as a 

promising nation in the south east region. Being a land of rich natural resources Pakistan is a 

growing developing country with great potential. Pakistan, as a country, resulted from the 

partition of the Indian subcontinent on 14 August 1947. Pakistan is inhabited by millions of 

people with varied skills and talents. Geographically, the land area Pakistan is about 796,096 

square km. With many other attractive tropical features, Pakistan has high mountains in the 

north and coastal plains in the southern part of the country. Due to the natural resources and 

other business environment-related factors, Pakistan has been an attractive country for many 

foreign investors. 

Data in Table 1 highlights the trend of Pakistan’s foreign trade and GDP growth rate in recent 

years. 

Nonetheless, Pakistan is recognized as an upcoming province Muslim nation aspiring for 

growth and development in the current decade (2011 onwards) under the leadership of Prime 

Minister (PM) Yousf Raza Gilani. At the launching ceremony of the Infrastructure 

Development of the Pakistan Textile at Port Qasim Industrial area, the Prime Minister pointed 

out the significant contribution of the Textile industry towards the growth of Pakistan economy. 

Virtually, Pakistan’s textile industry is relatively large in the Industrial sector and its total 

export was valued at around 9.6 billion US dollars in the year 2010. In fact, the textile industry 

contributed roughly 8.5 percent to the overall GDP of the country in 2010 (khan & khan, 2010; 

khan, 2012). In Asia, Pakistan is the eighth largest exporter of textile goods and generating 

employment to 38 percent of the total work force in the country. In fact, the textile industry of 

Pakistan currently encountering insurmountable challenges due to the raising competition in 

the world economy. In the global situation today, thus, all Pakistan Textile Mills Association 
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(APTMA) inevitably needs to enhance the quality of its new products. It was argued by the 

APTMA that there are some other factors including the high interest rates and the input cost, 

unsupportive government policies, and fluctuating energy supplies obstruct their global 

competitiveness.  

Table 1. Pakistan imports, exports and GDP since 2000 to 2010 

Year Import Export 
GDP Growth 

Rate 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

9201.6 

9134.6 

11160.2 

12313.3 

14391.1 

16451.2 

16976.2 

19052.3 

17688.0 

19290.0 

10728.9 

10339.5 

12220.3 

15591.8 

20598.1 

28580.9 

30539.7 

39965.5 

34822.1 

34710.0 

3.11 

4.73 

7.48 

8.96 

5.82 

6.81 

3.68 

1.21 

4.09 

3.76 

Source: UNCTAD, 2011 

Indeed, under the fast developing global market, rapid changes in consumer tastes, and modern 

technology and intensified competition must be attentively exploited in initiating a steady 

stream of new product development. In the process of various approaches, a prominent one is 

the green investment i.e. the acquisition of buying a whole company, or collaborative 

investment, to produce new else’s products in the global and local arena. The company’s own 

new research and development department should focus grossly on innovation towards greater 

competitiveness.  

2. Motivation of the Study 

In business parlance, new product development (NPD) refers to the entire development of 

creating a new product in serving the market. In NPD processes, there are two innovative 

modes. The first one is related to the idea generation that matters the most and the product 

design. The second is pertaining to the market positioning and market penetration based on the 

new product. This indicates the importance of market research and marketing analysis in the 

NPD processes. By and large, companies typically perceive the phenomenon of new product 

development at the first phase of operation in the generation and commercialization of the 

product to sustain their market share and business position.  

In Pakistan, however, in the process of NPD many problems are caused by the attention of the 

industry in the Punjab and Sind along with other market segments and centers in the country. 

The lack of R &D in the Pakistan industrial sector has been one of the main reasons behind the 

low quality of products in comparison to other Asian countries. Besides, the shortfall of 

appropriate R&D has led to such a dismal state. Industries in Pakistan have above put further 

blamed cartels, especially in the pesticide sector, for hindering the appropriate growth and 
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application of R&D (Khan & khan, 2010). Pakistani made products mostly deal with local 

needs and rarely catering to the international market standard.  

In the global economic arena, quality of products is prejudiced by marketing appeals and 

judged by the country brand effect. Indeed, the outcome of positive country brand image 

largely is influenced by varying socio demographics features and impact of national culture 

(Lee & Tai, 2006). Of course, it is observed that the attitudes of buyer towards the country of 

origin and corporate image exerted a great deal of appeal on their perceptions of product merits 

and purchasing behavior (Liu & Johnson, 2005). As Liu and Johnson study pointed out the 

country of origin effects tend to occur repeatedly and contribute to product evaluations 

favorably without consumers’ acknowledgement or attentive intention. The Pakistan Industrial 

sector is largely confined to SMEs. However, from the innovation point of view, the SMEs in 

Pakistan have a minimal innovative contribution based on NPD strategies. This can be 

attributed to several regulatory burdens on the private sector, the lack of accessible capital and 

the insufficient supply of highly qualified human capital to enhance the NPD capabilities of the 

SMEs. 

3. Literature Review  

In view of the dearth of studies about Pakistan on the issue of NPD, we have resorted to 

examine a few selected developing countries to capture some clue for discussion. New Product 

Development (NPD) process research is governed by new environmental context and a new 

business model in the modern era. Among recently emerging fast developing countries, 

Taiwan’s IT industry has achieved a very remarkable performance during the last two decades. 

Taiwan, however, can be a good model to be followed by other countries that are struggling to 

achieve a good position in the Marke. In other words, Taiwan has a good experience that can 

benefit other emerging countries to transform their business from making low-value products 

to manufacturing high-technology products (Louis et al., 2003). 

According to Ho (2006), advance globalization leads to a really competitive market 

environment referring to five major aspects, namely, decision making, market intelligence, 

culture-based behavior, strategic focus and customers. A business firm must develop unique 

and successful new products for business sustainability and growth in global markets. New 

product position environments have drastically changed in the new millennium. The success of 

new product in the global arena largely attributed to superior quality, low cost, and product 

differentiation. However, a risk involved in new product commercialization stage usually tends 

to be much higher than threat of new entry in the global competitive markets. 

Studies such as the one conducted by wand et al. (2002) and Geuens et al. (2002) have 

identified two dimensions in the NPD strategy: scale of investment and time of entry on R&D 

and marketing issues. Based on that, the researchers have developed a framework and 

suggested a measure of the level of R & D for NPD marketing. In this manner, the literature on 

the R & D marketing interface has greatly highlighted the interaction between the R & D 

strategies and the success of NPD initiatives. 

It has been pinpointed that the process of NDP involves an integral associations between the 
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product quality of mark advantage, image and real product quality. Lee et al’s (2002) study on 

Kazakhstan provides some more insights into the factors that influence standardization of 

marketing promotional elements of MNCs in Kazakhstan. The finding of this study, however, 

may have limited in literature review impact since Kazakhstan does not feature the same 

characteristics of other newly emerging markets in the global arena. For a developing nation, 

however, in the NPD processes all the decisions related to marketing mix should be made with 

the view of the product market life cycle (Hart et al., 2000). 

Rosier et al. (2008) narrated challenges confronting the senior advertising team in B2B firm 

regarding a major issue as how to ensure that the marketing strategies that are developed by the 

team are implemented successfully. It is heartening to note that an increasing number of 

Pakistani owned foreign companies have tended to establish setting up development center 

operations in Pakistan.  On the domestic market fronts as well, there is a growing possibility of 

large opening up on a large scale and transformation of traditional conservative segments of the 

economy with attentive focus on R&D towards NPD. 

According to Yuksel (2004), an understanding of domestic and international markets in 

delivering service quality of product caters to the potential demand of these markets are the 

need of the hour for retail and commercial enterprises in a dynamic economy. It has been 

observed that the rising world economy, several organizations have fabricated their web for 

furnishing information about their products or services.  Market uncertainty phenomenon and 

corresponding risks can be measured based on how complex the market, the dynamic changes 

and volatility of the market. As Gok and Hacioglu (2009) have narrated, environmental 

distance has its profound impact on the political, cultural and economic significance of cross 

functional international economic relations and cooperation so also it can moderate the 

relationship between R&D marketing cooperation and NPD performance. Also, when 

competition is high, R&D and marketing concerned individuals must visualize step towards 

stronger collaboration so as to win in the competitive games. 

4. Global and Inward Challenges for Pakistan Industry 

Over the last many decades, the Pakistani industrial sector has been facing a myriad of 

challenges pertaining to growth and NDP dynamism. A few of them is briefly examined as in 

the following. 

4.1 Increasing Cost of Production 

The cost of production is a basic issue due to many reasons such as increasing interest rate, 

double digit inflation rate, and diminishing the external value of Pakistani rupee. The rising 

cost of production continually implies an acute problem for new product development and 

corresponding R &D. The global recession that affected greatly the global industry is not the 

only cause for concern in a developing economy such as Pakistan. The high cost of 

manufacturing resulting from a continual rise in the energy costs has been the major concern 

for the industry in a developing economy in the global setting.  As a matter of fact, the 

significant depreciation of Pakistani rupee external value against the US dollar during the last 

four years 2007 and a half onwards has caused a tremendous rise in the cost of imported inputs, 
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thus, adversely affecting the process of NPD.  

4.2 State of Research and development in the Industry 

Absence of adequate research & development (R&D) in the industrial sector of Pakistan has 

resulted in poor quality of the product in comparison to competitor’s products in the rest of the 

world. It is clear that the Pakistan Industry is wadding through an uncertain and risky business 

environment. Through R&D, and TAAFC technological acquisition, adoption and further 

improvement Pakistani enterprises can hope to come out with NPD of large appeal. It is 

possible only through practical application of knowledge and skills management by the 

establishment, zeal for improvement and extension of facilities towards designing and 

improvements of envisaged product. 

4.3 Lack of Modern Equipment   

Most of the Pakistani enterprises have adopted obsolete equipment and machineries. The 

incapability to timely update in the tools and machinery has adversely affected Pakistani 

industry’s global competitiveness. So also, due to obsolete technology the cost of production is 

much higher in Pakistan as compared to Asian counterparts such as Bangladesh, China, India 

and Sri Lanka. It follows that special focus is required to adopt modern technology in the 

process towards NPD in Pakistan.   

4.4 Electricity Crisis 

A continues phenomenon of power shortage is the main problem faced by the Pakistan 

industrial sector. As a matter of fact, power shortage caused a reduction in production capacity 

of various sub-sectors up to 30 percent. Gas load-shedding remarks a continuous phenomenon 

in Punjab and NWFP unbearable despite a significant increase in heat during summer. A 

spokesman for the all Pakistan Textile Mills Association (APTMA) claimed that due to power 

units 60 to 70 per cent of the industry had been affected and was unable to accept export orders 

coming in from around the globe. Some of industry units have built their own energy 

generating plants to cut costs (these units run on gas), their small unit production, however, 

depends solely entirely on the electricity supply of WAPDA. By and large, the Pakistan 

Industry sector has suffered heavy financial losses during 2008 to 2012, owing to of the 

inconsistent electricity supply management in the country.  

4.5 Raw Material Prices 

Input-cost is a burning issue of Pakistan due to the high cost of raw material. In Pakistan, the 

prices of raw material in the industry change rapidly. This increase in the price of raw materials 

tends to cause high the cost of finished product. In recent years, the increase of the prices of the 

raw material, as inputs to the industry, has gone up rapidly due to double digit inflation and 

instable internal eco-political environment of Pakistan. The major issues faced by most of the 

industrial enterprises in Pakistan include the difficulty in getting good quality raw materials, 

categorizing of the raw materials, improving the production  both quality and quantity wise in 

the process of NPD, time and again. 
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4.6 Low Labor Productivity 

Pakistani labors are unskilled and untrained. Labor productivity as such is comparatively low 

in Pakistan. New product development, apparently, needs highly productive labor. Pakistani 

policy makers should prepare an agenda of labor training, education and skill development 

under the Human Resource Development programs. 

4.7 The Effect of Global Recession on Pakistan Industry 

In recent years, Pakistan has witnessed a declining export trend (see Table 1).The export orders 

have specifically receded due to unpredictable low and other conditions of Pakistan in the wake 

of political instability. Under a dismal economic situation, as such here is no incentive and less 

hope for the NPD. 

5. Recommendations 

For a concrete improvement in the future course of direction, to be considered by the policy 

makers, we may spell out a new strategy toward NPD of Pakistani Industrial sector. The new 

strategy for economic growth for Pakistan industry should not, as today, focus merely on rising 

exports and liberalizing global trade, but should foster internal demand stronger through job 

creation and pay likes and redistribution of incomes for improving the incomes and spending’s 

of the poorer strata of the people. This would create a market driven incentives for NPD in the 

country. In the country, major industries should be encouraged by the policy makers through 

plans and projects to establish their own R&D facilities and to enhance the cooperation and 

relationships with universities, consulting centers and R&D institutions. In addition to that, the 

government should have a crucial role in bringing together business entities and expertise 

institutions. This could e done including some experienced individuals from industry in 

relevant governing bodies of Universities to contribute in bridging the gap between the 

business and research. Policy makers should initiate and encourage exchange of manpower 

among Government, universities, R&D institutions and industries. Contractual research by 

R&D institutions through lavish grants should be encouraged by the Government. 

For Technology Up-gradation, thus, the government should enhance R&D budget, sanction 

large funds for quality technical education, and encourage innovation-based projects in the 

universities and R&D institutions. Major focus should be on New R &D for industry through 

inventions and competitive innovation. 

It this regards, National Innovation System and policy framework should be evolved in such a 

way that would ensure optimal use of a country’s economic and business resources. 

Consultative workshops on National Innovation System should be functioning with zeal and 

regular it’s at the national level and case studies undertaken for reflecting successes and 

failures to promote rapid learning of good innovation practices. Instituting the development of 

human resources at various entailing high priority to enable the effective structuring and 

implementation of a National Innovation System. 

By and large, projects implemented by R&D institutions should be recognized in economic 

importance and business propositions for NPD. Industry should be involved in the 
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development of such R&D projects and provide sponsorship for encouragement on a wider 

scale. 

It may be emphasized that Pakistan should enhance innovation capabilities in the domain of 

industrial technologies and transform traditional practices through the effective employment of 

innovative technological advancements, such as, improvement in productivity, introduction the 

latest machinery, removes the energy crisis, technological innovation, Exploration of new 

markets territories , Improve the education in Industry field and technology, cost effectiveness 

of developing new products, seeking global integration with penetration into the world market, 

transportation enhancement, Safety for foreign investors and their corporation, Build the 

infrastructure into the country same like as the developed country. 

Increase the industrial zones in county for joint R&D programs in facilitating the NPD. Involve 

industrial organization and administration to acknowledge the significance of knowledge 

worker. Knower comes first then the knowledge. Pakistan policy makers and the 

administration should study china and other country’s development polices and churns ideas to 

be adopted with suitable modifications. 

6. Conclusion 

The study discussed global and inward challenges and spell out the steps in formulating a new 

strategy toward NPD. Pakistan economy and industry are experiencing a declining business 

environment. Moreover, the global downturn which has hit the global prospects for Pakistan’s 

for an industry that is the main cause of concern in the process of NPD. Pakistan industry is 

lacking in growth of research & development (R & D).The production capability is bottom low 

due to obsolete machinery & technology in use. Besides, serious internal issues also affected 

Pakistan entire industrial sector very badly. It has been widely acknowledged that the high cost 

of production due to the rising costs of the energy fuel and electric power has been the major 

issues in the country. To boost the growth of NPD Pakistan in pragmatic industrial policy, 

removal of conflicts between environmental issues and facilitating economic growth through 

industrial growth in the high pin of the policy matters. Pakistan policy makers need to identify 

and focus on policies towards improvement in FDI, industrial education, technology 

advancement, and R &D budget, establishment of the industrial cluster among several other 

factors as building blocks of the NDP in the country. 
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