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Escalation of Commitment as a Failure Factor of New Product Development

Atsuko INOUE

Abstract

New Product Development (NPD) is an important activity which influences continuation and growth for
firms. Although firms invest a lot of resources to ensure success, many new products actually fail.
Information analysis tools have evolved, but decision making accuracy has not progressed.

In this article, I focus on the negative aspects of commitment. In many studies, commitment has been
identified as a critical factor for a new product’s success. But, escalation of commitment can lead to
decision errors which prevent the success of a new product. I examine the causes of commitment
escalation. The escalation of commitment refers to persisting in a failing course of action. This
phenomenon occurs when prior decision making or selection are not getting satisfactory results. If the
NPD manager disregards negative feedback concerning the failing project, there is an enormous loss.

NPD requires large effort and cost. Generally, the closer to the product commercialization, the more

the cost increases. Avoiding the commitment escalation is an important challenge, because the decision



making in the review point during the NPD process determines failure or success.

I derive factors that influence escalation in the NPD process by using the escalation theory of
commitment which is rarely applied in the marketing area. Finally, I consider how to avoid escalation of
commitment and present its implication for business.

Key words: escalation of commitment, self-justification, prospect theory, project factors, psychological

factors, social factors, structural factors
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