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Abstract: Organizing is a function of Management and represents partition of labor to departments and individuals 
(employees), formalization of structure (manager appointments) and coordination of jobs and tasks. Modern companies 
continuously undertake efforts in order to get a customer-oriented organizational structure. Thereby, problems of 
organizing business activities connected with the development of new products are not simple and easy to solve. 
Therefore, very often, organizational structure changes are needed in order to get it compliant with new strategies, 
changed conditions on a market or innovative production technologies.  
Previous theoretic and experiences from practice suggest at least two approaches to problems of organizing of the 
development of new products. According to the first one, organizational structure is less important, while creative and 
innovative employees represent the key success factors in the development of a new product process. Second approach 
is opposite to the first one. Namely, well created organizational structure can improve creative and innovative spirit of 
employees. 
There is a large number of factors that affect organizational structure and choice of models of organizational 
structuring for the development of a new product. Big companies, mainly, choose between centralized, decentralized 
and combined model of the organizational structure. On the other hand, business practice has crystallized large 
number of organizational models which are wide variety from project teams to totally new companies for the 
development of new products.  
Beside formal way of organizing, informal organizing of new products development is important. It suggests that each 
individual is highly valuable to a new product development success. 
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1. INTRODUCTION 

Modern companies are searching for the ways to make 
their organizational structure more customers oriented. 
Such approach enables bigger flexibility and adaptability 
to opportunities on a global market. 
Organizing business activities is not an easy job. That is 
why changes of organizational structure are often needed, 
so changed form can be adjusted to new strategies, to new 
conditions on a market or to innovative production 
technologies. 
Organizing implies allocating resources of company in 
order to achieve its strategic goals through achieving 
highest effectiveness and efficacy at the same time.  
„Product“ of organizing is organizational structure. 
Organizational structure is an instrument which is used by 
top management in order to mobilize and allocate 
employees and capital in right direction to accomplish 
aimed strategies. Thereby, strategies are showing what 
must be done, and organizing shows how it should be 
done. 
Very important area here is organization of new product 
development. Having much bigger supply than demand in 
almost all product categories in mind,  there is very tough 
assignment in front of top management: to develop new 
products, capable to generate sufficient profit for future 
business. Knowing that only 10% of new products survive 
on market 3 years after a launch, it opens question of 

efficient organizing, with a goal of increasing already 
mentioned percentage. This is even more important if we 
consider high costs (of all kinds) of new product 
development.    
Achievement of goals in a matter of development of a 
new product, demands organizational connection of 
product and marketing managers with all other groups 
and individuals involved in development and marketing 
of new products (design, purchase, sales, finance, 
leading). Organizational interconnectedness, in fact, 
represents one of the organizational forms or 
organizational structures. 
Having in mind importance of effective and efficient 
development of new products, theory and practice have in 
this area crystallized several possible approaches and 
models of organizing new product development. Survival 
and development of companies on ever more competitive 
market, can significantly depend on acquired approaches 
and models of new product development. 
 
2. ORGANIZING OF NEW PRODUCTS 

DEVELOPMENT 

Generally, there are two, absolutely different, approaches 
to the organizing of new products development: 

 Employees creative and capable to invent innovations 
are the key factor of successful development of new 
products 
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 Organizational structure is the key factor of successful 
development of new products and it can drive 
employees to the creativity and innovations. 

Right choice of the suitable form should be a topic for the 
deep analysis by the top management. This is even more 
important if we know the fact that more than a half of 
problems in products development have organizational 
background. Key problems are: defining responsibility, 
coordination, communication, top management 
assistance, size of the company, organizational structure, 
systems and procedures. 
When projecting organization of new product 
development, decisions on following have to be made: 
 Specific strategy and goals of new product, as set of 

activities that connect objectives and directions of 
development, allocate resources, define limitations, 
motivate behavior of individuals and groups on 
development tasks and assign criteria for valuation of 
activities of product development, 

 Organizational structure, including authorizations, 
status, communication, rate of decentralization, expert 
staff and location of particular activities, 

 Technology of new product development, that is not 
limited only on production technology, but also on 
service elements, such as marketing, finance and 
management,  

 Necessary organizational, capital and material 
resources that, often, represent limits to development 
of new product, 

 Type of expertise of personnel necessary for executing 
tasks of new product development, that is for sure 
most important resource, 

 Style of management and decision making process, 
having in mind that appropriate environment for 
development of new products depends in large extent 
on management style. Management style is 
represented through: taking risk, orientation on R&D, 
rules of choosing and new product development 
process, belief in participative management, 
administrative flexibility and efficiency of obligation 

 Informal organization and its influence on 
characteristics and performances of formal organizing 
of new product development. 

 

Considering all of that, organizing efficient and effective 
new product development is crucial.  As prerequisites of 
organizing efficient and effective new product 
development emerge: 
 Clear responsibility for every activity of new product 

development 
 Forming one or two functional teams 
 Specific assignments given to every team and 

adequate budget for spending 
 Complete and continuing helm from the side of top 

management 
 

Key factors of development of new products are: 
 Size of the company 
 Company's organizational structure 
 Type, number and maturity of company's jobs 
 Business environment 
 Scope of the international business 
 Technologies 
 Legal matters 

 Scope of uncertainty 
 Management style 
 Tradition 
 Available resources 
 Human resources competence 
 Organizational culture  
 

Considering importance of the new product organizing 
and streaming in direction to achieve optimal organization 
structure, following 4 criteria for evaluation of 
development of a new product have been crystallized:  
 Achieving goals of organizing from the side of their 

profitability 
 Coordination and coexistence with other parts of 

company, without making conflicts and inefficiency 
 Avoiding big investments in wrong and unsuccessful 

products 
 Hiring skilled workforce for development of a new 

product 
 

Concerning these criteria, it is possible to assess quality 
of new product organizing. Good organizations should 
develop and launch products suitable for achieving certain 
goals, and contribute to the company's growth and 
development in that way. Good organizations must have 
team players inside company, have good relations with 
other functions in company and work on business 
improvements together. 
Even though function of new product development must 
have certain freedom, measuring of success is inevitable. 
The best measure of the success of new product 
development is number of successful products. This is 
directly depending on employees involved in organizing, 
even though new experts can be hired externally. 
In long term, success of each organization depends on its 
capability to successfully develop and launch new 
products. Such products have to generate future revenues 
and to support survival and development of organization.  
 
3. MODELS OF ORGANIZING NEW 

PRODUCTS DEVELOPMENT 
 
Practice of big companies includes 3 models of projection 
of development of new products: 
 Centralized model 
 Decentralized model  
 Combined model 
 

Centralized model of organizing development of new 
products is present when development of new products is 
set on company level. In this case organizational unit for 
development of new products is subordinated, directly to 
top management. 
Key advantages of centralized model are: 
 Better organizing and control of all programs of 

development of new products  in a company, 
 Focusing on the resources for development in areas 

where the highest benefits are expected 
 Decisions regarding development of new products will 

not be subject of short term partial assessments 
 Ideas about new products will not be connected with 

products, technologies and markets that are close to 
the certain organizational units 
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 Higher levels of management in companies will 
provide bigger support and assistance in activities of 
development of new products 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Top Management 

Marketing Planning Operational 
units 

New 
products 

Other 
functions

Division A Division B Division C 

Production Marketing  Purchase Financing  Other 
functions  

 
Fig.1. Centralized model of organizing development of 

new products 
 

Disadvantages of centralized model of organizing 
development of new products are following: 

 Development of new products often will not be 
adjusted to a real needs, customers’ demands, market 
opportunities, production capabilities of every 
organizational unit in company 

 Integration of organizational units in process of 
development of new products could increase chances 
for their success. 

 

Companies that apply centralized model of organization 
are having available four possible solutions for new 
product development unit: 
 

 Headquarter function with high level status, 
 Separated function on the same level of other 

business units, 
 Sub-function of R&D, 
 Sub-function of marketing 
 

Unlike centralized model, decentralized model has a 
development of new products organized on a level of 
organizational units – divisions. With this model of 
organization, development of new products is 
responsibility of divisions, what makes them more 
flexible.  
 

Top Management 

Marketing Planning 
 

Operational 
units 

Other 
functions

Division A Division B Division C 

Marketing  Production 
 

New 
products 

Other 
functions

Financing Purchase 
 

 
 

Fig.2. Decentralized model of organizing development of 
new products 

From previous figure it is easy to conclude that 
disadvantages of centralized model are advantages of 
decentralized model. Decentralized model of organization 
uses following solutions: 
 Decentralized organization, where every business unit 

has its own R&D sub-function 
 Centralized R&D units and new product development 

activities, 
 Centralized research and decentralized development 

and activities of new products. 
 

Among these two already mentioned models, in practice 
combination of those two is often. Such models are called 
combined models of organizing new product 
development. Advantages of combined model of 
organizing development of new products are following:  
 Flexibility through company’s resources allocation 

between levels of company as an unit and operative 
level of divisions 

 Policies and strategies of development of new 
products can be at a company level, and 
organizational units can be actively involved in new 
products programs 

 Creation of new innovative atmosphere in whole 
company 

 

Besides advantages, combined model has some 
disadvantages: 
 Share of responsibility for new products can be cause 

for misunderstandings in communication, duplication 
of work or lost chances 

 Difficulties in logical share of responsibility between 
two levels 

 Inefficient control can be cause of too high or too low 
quantity of products in process of development 

 

Generally, centralized model of organizing is more 
applicable in saturated industries, which have higher 
concentration and smaller number of big competitors. 
Those industries are characterized by thorough processes 
and procedures, and smaller possibility of creating 
breakthrough technologies or products. On contrary, 
decentralized business model is more applicable to young 
industries that are much based on development of 
breakthrough technologies or products. For creation of 
these innovations companies need great proportion of 
innovativeness, creativity and motivation of employees 
who work on development of new products. Therefore, 
they are focused to be positioned as closer to the market, 
customers and competition. As result, more decentralized 
model of new product development is represented. 
 
4. INFORMAL ORGANIZING OF NEW 

PRODUCTS DEVELOPMENT 
 
Besides formal organizing of development of new 
products, it is very important to have informal organizing 
in a company. In fact, there is a case that certain roles 
through development of new products are impossible to 
present in company's organizational structure, but they are 
very important for the final outcome of a project. Very 
often, companies avoid assigning informal roles in 
advance, but they leave it for members of organizing team 
to spontaneously choose the most appropriate role for 
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them. This is the way for stimulation of creativity and 
innovation among employees, with the feeling of freedom 
at the same time. There are various informal roles 
„played“ by employees: champion, strategist, innovator, 
project manager, rationalist, sponsor, controller, etc. 
Champion has a key importance in informal organization. 
He can save the project, very often, when it comes to 
dead-end. Mainly, champions have some leadership skills, 
which emerge in critical times and provide assistance to a 
whole organization. 
Strategist is a person who deals with strategic matters in 
organization of new products development. He has long 
term view on every assignment in organization and 
assesses all activities from the point of view of whole 
company. This role should be played by project manager. 
Innovator is a person with numerous new ideas and 
concepts. This role can be played by the engineer or 
scientist, or other person in a team. When efforts of this 
person are recognized, project manager should provide 
more freedom in work, so creativity of this person can 
emerge.  
Project manager is a person formally appointed by the 
higher management. His duty is to take care about 
efficient and effective goal achievement. 
Rationalist is a person who deals with a rational analysis 
through activities. It is necessary to be objective, real and 
reasonable. 
Sponsor, usually, comes from a higher level in company 
and gives a support to all efforts on development of new 
products. 
Controller is in charge for control of all activities in team. 
Usually, this person contributes in a way to keep the 
project of development of new products in a desired 
direction.  
Lately, informal education is continuously gaining its 
importance, especially in young industries, where 
innovativeness of individual is very important, and where 
one innovation can be very significant. Most obvious 
examples are from IT industry, where new technologies 
can produce powerful growth of company and its 
development. Emerging of new technologies, very often, 
can mean design of completely new business model, what 
can bring lot of difficulties for competition. 
 
5. ORGANIZATIONAL FORMS OF 

DEVELOPMENT OF NEW PRODUCTS 
 
Companies, in practice, use different organizational 
forms, so they can place development of new products on 
the best place in organizational structure. In practice, 
these forms are used in most of the cases: 
 Project team 
 Combined project team  
 New product division 
 Department for new products 
 New products manager 
 Product manager 
 New products team 
 Team for special assignments 
 Commission for new products 
 Ad hoc commissions 
 New company 

Project team represents organizational form of organizing 
new product development, which is used, in most of the 
cases, under organizational structure of the company. In 
such organizations, in case of organization of new 
products development, project teams are formed. They do 
not disarrange current organizational structure, but 
individuals from current functional units are delegated in 
project teams. Usually, they are specialists in their fields 
and beside project assignments, they work their regular 
jobs. This type of organization is suitable for small 
companies, and for product development whose level of 
innovation is not so high. If company does not employ 
individuals necessary for new product development, they 
may be hired from outside. Such team is under 
supervision of top management, but among them there is 
also project manager presented. Effectiveness and 
efficacy of leading this team is crucial. Practice proved 
that good leadership skills of a project manager are very 
important. Coordination of individuals, which are aware 
that they are only temporary involved, is not an easy task. 
Also, everything is much easier if members of project 
team are personally interested in its success. Companies 
can achieve that in a various ways: giving an opportunity 
to employees to decide by themselves in which project of 
development of a new product they want to be involved, 
have established way for motivation of members if 
project succeeds etc. After completion of a work, for 
which the team has formed, its members proceed to their 
previous work places.    
New products division is a method of organizing 
development of new products in a way to change already 
established organizational structure. New division is 
founded, just to deal with development of new products. 
Experts with a main job description to work on 
development of new products, are employed for this 
division. Companies with advanced technology in most of 
the cases have this method of organization. There are 
some cases in practice that companies give 10-20% of 
work time to employees in division of development of 
new products to work on projects in which they are 
interested the most. This is the way to improve creativity 
and innovation of employees. Such projects produced 
many of ground-braking innovative products. 
Department for new products have different position in 
centralized and decentralized companies. In centralized 
companies it is on a level of bigger number of divisions or 
strategic business units, but in decentralized companies it 
is on a level of single division or business unit. 
Department of new products have full responsibility for 
all stages of creation of a new product: setting goals and 
programs of new product, collecting ideas, making 
specifications, construction of a prototype, further 
improvements, market research. In big companies this 
department is responsible for patents and experimental 
engineering. Negativities which can occur, consider 
positioning of a department of new products, are mainly 
because of range of this department and relation with 
other departments, since it is very often that other 
functions (sales, marketing, production) feel themselves 
more important.    
New product manager is a person responsible for a whole 
job on a development of new product. In most of the 
cases he works alone, or has small number of assistants. 
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Although, a lot of work is done by functional units in a 
company, direction and rate of activities is directed by 
product manager. He is directly responsible to division 
managers, or directly to the top management of the 
company. In such organizations emerges professional 
competence of a manager of new products as very 
important. He must be familiar with various functions of 
the company, be ready to accept the risk, and be aware of 
the market trends and capabilities of the company. 
Product manager in fact do the same job as a new 
products manager. Nevertheless, this is only one duty for 
the product manager, and for new product manager it is 
main job description. Because of that, product managers 
often have lack of necessary focus on development of 
new products. Also, it is often that product managers have 
lack of competences and capabilities for development of 
new products.  
Teams for development of new products are new in 
organizing development of new products. They are 
organizational oriented, but very often borrow human 
resources from other organizational units. They are 
characterized by freedom and informality in doing formal 
assignments. Members of team are responsible for 
development of a new product. Considering 
organizational part of the company they are originally 
from production, engineering, marketing, sales, purchase, 
finance or accounting. Culture of entrepreneurship and 
freedom are highly motivating for members of such 
teams. Informality and absence of tight procedures are 
highly motivating for them. Managers of such teams are 
directly subordinated to top management of the company.   
Team for special assignments work with further defined 
assignments and activities on development of new 
products. Rarely, they are responsible for collecting new 
ideas for new products. They can have time frame for 
their work or not. Members are mainly specialists from 
particular functional areas of the company, but also can be 
hired from outside of the company. Organizationally, the 
team can work in centralized and decentralized models. 
Also, it can be used in division of new products of 
department of development of new products. 
Commission for new products is wide accepted form of 
organization of development of new products. It is 
organized on a continual or occasional basis. Members, 
also, come from functional units, but do not work full 
time. They have regular meetings, few times per month. 
After completion of work, for which commission has 
been established, it can be dismissed, but also it can have 
continual character. If it is temporary, it is called ad-hoc 
commission.    
New company is Joint Venture of two or more companies 
in area of development of a new product, which demands 
higher financial investments and better expertise for 
development of a new product. This is in common for the 
cases when one company does not dispose necessary 
knowledge and/or resources for work on development of 
a new product individually. Very often, competitors found 
new company for development of a new product. This is 
how they cooperate on development of a new product, 
and after it is done, they continue to be competitors in a 
field of marketing of newly developed product. This type 
of cooperation is called Coopetition (cooperation in one 
segment, and competition on another).  

Mentioned organizational forms represent most common 
and most used forms of new product development 
organization. Nevertheless, this doesn’t mean that are the 
only organizational forms, and practice can acquire some 
new forms, that are in particular situation more suitable 
for them.  
 
6. CONCLUSION 
 
Dynamic environment of modern business demands 
constant adjustment of methods for organizing 
companies. As a part of organization, special place is 
reserved for development of a new product. This is even 
more important if we consider, very often, enormous 
resources necessary for a new product development and 
high percentage of failures. 
Because of that, problems of organizing development of 
new products should have special approach and special 
attention. In general, there are 2 approaches to this 
problem: first that suggests that source of success is good 
quality and stimulatory organizational structure, and 
second, which suggests that human resources of good 
quality are basic factor for success of development of a 
new product. 
Companies in practice use 3 models of organizing new 
products: centralized, decentralized and combined. 
Centralized model brings advantages of central 
management of development of a new product that also 
brings advantages in efficiency and effectiveness of 
resources invested in development of a new product. 
Disadvantages of this model are connected with lack of 
functional adjustment of new products with real needs of 
particular divisions in company. 
Decentralized model has advantages showed as 
disadvantages of centralized model, and its disadvantages 
are advantages of centralized model. This model of 
organizing is the most popular among young industries 
where innovation and creativity of people is key success 
factor of business.  
Because of extremes of centralized and decentralized 
model, many companies have adopted combined model of 
organization of development of new products. Through 
this model companies are trying to adopt best sides of 
both already mentioned models: central management of 
strategies and investments, flexibility, adjustment to real 
needs of all divisions in company, etc. Of course, this 
model has also disadvantages, represented in: difficulties 
in coordinating between central level of the company and 
decentralized units, difficulties in controling of 
administering of centrally adopted strategy, etc. 
Besides already mentioned formal organizing of 
development of a new product, informal organizing 
represents important factor of successful development of 
new products. This way depends on personal and 
professional capabilities and preferences of members 
included in development of a new product. Most 
important informal roles, which emerge in organization of 
development of a new product, are: champion, strategist, 
innovator, project manager, rationalist, sponsor and 
controller.  
Organizational forms, which can be adopted by the 
companies with an intention to have better organization of 
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development of new products, differ by industry, 
competition, size of company, human resources etc. 
Commonly used organizational forms are: project team, 
combined project team, new product division, department 
for new products, new products manager, product 
manager, new product team, team for special 
assignments, commission for new products, ad hoc 
commission and new company.  
At the end, considering presented models and forms of 
organizing of development of new products, companies 
can choose solution that suits them best, or choose to 
invent new ones. In any case, modern companies will 
look for their sources of competitive advantage in 
innovation, now and in the future. Having in mind highly 
competitive environment in almost each industry this will 
become one of the most important sources of growth for 
each organization.  
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