		
Research and Development (R&D)
Read the text book chapter p 538-541 and use it to help you make notes
1) R&D is often considered to be a ‘highly expensive business activity’. Explain the ways in which it can be costly, with examples (p538-539)
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2) Explain the benefits of innovation and R&D, with examples (p539)

·  
 
·  
 
·  
 
·  
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3) Why is R&D considered to be risky? (p540)







NOTE: In evaluating costs vs benefits of innovation and R&D a key consideration is time.  British companies tend to be focused on the short-term; quarterly reporting, annual management bonuses and dividends for shareholders.  But innovation and R&D are long-term activities requiring years and sometimes decades of commitment.
The challenge for businesses is will they accept the long-term payback often required for innovation and R&D to be rewarding.  Unless a business does innovate and research and develop its products it will always be ‘following’ competitors (which is a recognised strategy), and requires a never ending focus on reducing costs, to match the lower prices that can be charged for not-very-different products, as there is always the threat of someone cheaper  taking the market.

4) Read p543-546 and make notes on the process of product design, include a diagram 
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(@ Towhat extent do you agree that Heinz's success depends more on its Research and
Development Department than its Marketing Department? o]
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Heinz — over 100 years of developing successful products

From concept through to launch

Heinz's Research and Development Department
develops new products from concept right through to
Jaunch and into the supermarket. Squeeze & Stir is a
good example. Our new of rich instant sou

‘Gomes in four fasty flavours. Made from a concentrated

puree, each thick, delicious cup of soup is perfect as a
‘snack or with a sandwich.

Three key elements of Heinz's R&D operations are:

« Product Devel
While dedicated teams of creative chefs develop new recipe ideas, their Golleagues in
food technology manage costs, nuttition, ingredient specifications and factory trials.

« Process Development
The perfected products are then passed on to process engineers who specify the
relevant manufacturing processes and equipment.

« Packaging Development
After that, our ing experts develop exciting and innovative ways to present the
oo ESE RS erperts dovelop g Ve loprese

‘Source: www.heinz.co.uk

In additon to constantly developing new products Heinz has many famous brands, including
Heinz Tomato Ketchup, Salad Cream and Baked Beans; 400 millon cans of which are sold in
the UK every year. Each ofthese products has a very lenghy product ifecyce and Henz have
developed many extension strategies in order to combat their many compefitors and keep.
their customers coming back again and again.




