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ABSTRACT

Objective: New product development (NPD) is widely recognized as a critical driver of organizational
growth, renewal and sustained competitive advantage. Despite its strategic importance, empirical evidence
consistently reports a high failure rate among NPD projects, with many new products failing to meet
technical, market, or financial expectations. These failures are often attributed to increasing levels of
environmental uncertainty, rapid technological change, and shifting customer preferences, which
complicate managerial decision-making throughout the NPD process. Traditional NPD research has
largely emphasized planning, prediction and goal-oriented decision-making—commonly referred to as
causal logic—as the dominant approach to managing innovation projects. Causal logic assumes relatively
predictable environments in which managers can define clear objectives, analyze markets, allocate
resources optimally, and execute predefined plans. In contrast, more recent insights from entrepreneurship
research have highlighted effectual logic, which emphasizes means-orientation, stakeholder co-creation,
and leveraging unexpected contingencies under conditions of uncertainty. Despite growing interest in
effectuation, there remains limited empirical evidence on how causal and effectual decision-making logics
operate within NPD projects in established firms, particularly when projects differ in their levels of
innovation and uncertainty. Accordingly, the primary objective of this study is to investigate whether a
single decision-making approach is suitable for all NPD projects, or whether the effectiveness of causal
and effectual logics is contingent upon contextual factors. Specifically, this research seeks to examine how
the application of causal and effectual decision-making logics influences NPD performance under varying
degrees of innovation and environmental uncertainty, thereby addressing an important gap in the NPD and
innovation management literature.

Method: To achieve the study’s objective, a quantitative research design was employed. Data were
collected through a structured survey administered to small and medium-sized enterprises (SMES)
operating in the food industry in Tehran, a sector characterized by both intense competition and varying
levels of product innovation. SMEs were selected as the empirical context due to their resource constraints
and heightened exposure to environmental uncertainty, which make decision-making logics particularly
salient. The target respondents were senior managers and team leaders directly involved in NPD projects,
as they possess first-hand knowledge of strategic and operational decision-making processes. A total of
158 valid responses were obtained via an online questionnaire. Established measurement scales from prior
research were adapted to assess causal logic, effectual logic, project uncertainty, degree of innovation, and
NPD performance. The data were analyzed using partial least squares structural equation modeling (PLS-
SEM) with SmartPLS software. This analytical approach was chosen due to its suitability for exploratory
research, its robustness with relatively small sample sizes, and its ability to model complex relationships
between latent constructs.

Results: The findings indicate that the effects of causal and effectual decision-making logics on new
product development (NPD) performance vary across their underlying dimensions and depend on the
project's level of innovativeness. In highly innovative projects, the effectual dimensions of affordable loss
and leveraging contingencies significantly enhance NPD process efficiency, while partnerships and
leveraging contingencies positively influence NPD output. In contrast, the means orientation dimension
does not exert a significant effect on either dimension of NPD performance. For projects characterized by
low innovativeness, competitive market analysis has a significant positive effect only on NPD output,
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whereas overcoming the unexpected improves both process efficiency and output. However, goal
orientation and expected return orientation show no significant effects on NPD performance. These
findings suggest that the effectiveness of decision-making logics depends not only on the project's level
of innovativeness but also on the specific decision-making dimension being employed. Moreover,
examining causal and effectual logics at the dimensional level provides a more nuanced understanding of
NPD performance than treating them as holistic constructs.

Conclusion: This study extends effectuation theory beyond its traditional roots in the entrepreneurship
literature by applying it to the context of new product development in established firms, thereby
contributing to the innovation management and NPD literature. The findings challenge the notion of a
universal "best practice" for managing NPD projects and instead support a contingency perspective on
managerial decision-making. Specifically, the results show that in highly innovative projects, effectual
dimensions—particularly affordable loss, partnerships, and leveraging contingencies—play a more
prominent role in improving both process efficiency and NPD output. In contrast, in projects with low
levels of innovativeness, only selected dimensions of causal logic, namely competitive market analysis
and overcoming the unexpected, contribute significantly to NPD performance, whereas other causal
dimensions do not necessarily enhance project outcomes. These findings demonstrate that the
effectiveness of decision-making logics depends not only on the project's level of innovativeness but also
on the specific decision-making dimension adopted and the particular performance objective pursued.
From a theoretical perspective, by disentangling the dimensions of decision-making logics and NPD
performance, this study provides a richer and more fine-grained understanding of how these logics
influence NPD outcomes and advances a contingency framework for decision-making in new product
development. From a managerial perspective, the findings suggest that managers should avoid relying
exclusively on a single decision-making logic across all NPD projects. Instead, they should selectively and
complementarily employ different dimensions of causal and effectual logics according to the project's
level of innovativeness and the desired performance outcomes.
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Figure 1. Conceptual model of the research
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Table 3. Measurement Model (Source: Authors' Research/Work)
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Table 4. Fornel-Larkin Matrix (Source: Authors' Research)
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Table 5. Hypothesis Testing (Source: Authors' Research)
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