




















of agreement, area of disagreement, and areas of uncertainty. The gate meeting proceeds, and a Go/Kill
decision is reached relatively efficiently and with no travel and time lost.

Self managed gates: Companies, such as Nortel Networks, incorporate self-managed gates, where the
project team runs its own gate meeting. These gates are restricted to only some of the gates in their stage-
and-gate process, and only for certain levels of projects (where the risk is not too high). Although self
managed, the team still is required to prepare the necessary deliverables (a project update with
documentation) and review the project against key gate criteria. In other firms, the team is encouraged to
invite some colleagues who are knowledgeable about the project’s technology and market, but are not on
the project team — no vested interests. This “peer review” can take the place of certain gates and

for lower risk projects.

Team recommendation: At companies, such as Kraft Foods, the project team is encouraged to make its own
gate recommendation, along with the rationale. In this way, the senior gatekeepers act more as a second
approval group, and avoid the necessity of digging into the details and debate of many projects,

especially those whose fates are fairly evident.

Integrating Portfolio Management
into Your Gating Process

Portfolio management is seen as one way to
improve new product profitability [4].

Portfolio management is about resource
allocation — more specifically, about selecting
the right set of development projects and the
right number of projects [5]. An effective
gating process (as in Figure 2) is only half the
battle; but it does go some of the way towards
effective portfolio management. Properly
implemented, a Stage-Gate process should at
minimum get rid of poor projects at the gates,
thereby improving the overall portfolio. It
should also yield much better information on
projects, the result of solid up-front
homework, which has pay-offs in terms of
better project selection.

Leading firms are moving beyond operating
an effective gating process however, and are
integrating portfolio management into their
new product process. Portfolio management
has four main goals:

1. Selecting high value projects: Here one
can use the scorecard method (a scoring
model scheme, as in Figure 3) along with
financial criteria to help drive the high
value projects to the top of priority list. A
recent benchmarking study revealed that
businesses that utilized such scorecard
methods obtained a higher value portfolio
than did other firms [6]. A major
deficiency, however, is lack of data
integrity: the sophisticated portfolio tools
are worthless without solid market and
technical data, hence the need to
emphasize the “homework activities” in
the early stages of the new product process

(Stages 1 and 2 in Figure 2).

2. Achieving the right balance of projects:
Various charts — bubble diagrams and pie
charts — are useful in order to display
balance in the portfolio (the split in
projects and in resources being spent) on
any dimension relevant to management.
The most popular bubble diagram is the
risk-reward chart, while popular pie charts
depict resource splits by project type,
market sector and product line or group
[71.

3. Selecting the right number of projects:
In effective portfolio reviews, all

projects are up for auction. One ranks
projects according to criteria (such as

in a gate scorecard) until one runs out

of resources. Projects past this

resource limit are either killed or put

on hold. In our experience, the first

time one undertakes such a portfolio
ranking, approximately half the

projects are removed from the active
portfolio. The end result is a

significant reduction in time to market.

4. Strategic alignment: The over-riding
goal of effective portfolio management

is to ensure that the portfolio of

projects and where the resources are spent
both mirror the strategic priorities of the
business. Various strategic tools include:
building strategic criteria into the gating or
scorecard model (as in Figure 3); using
strategic buckets (to allocate resources into
envelopes for different project types,
different market sectors, and different
product groups — Figure 1); and
developing product roadmaps (a tool
which maps out the major initiatives
required in order to realize the business’s
strategy) [8].
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Some firms have piggy-backed effective where the project in question is scrutinized

portfolio management on top of an already against an absolute set of standards. does the

proficient new product gating process [9]. project fit your strategy; does it leverage your

Gates are run as two-part meetings, as shown strengths; is its NPV positive; is the payback

in Figure 5. The first part — the first diamond less than 3 years; and so on. If the answers are

on the left — is the traditional gate meeting, positive, the decision is not Go, but merely a
Pass. Negative answers signal a Kill decision.

Pass/Kill: Prioritization:

Project is evaluated
against Must Meet &
Should Meet criteria

Project is compared to
Active & On-Hold
Projects. Does the

(Figure 3). Does the project improve the Go -is
project “pass” these portfolio? Resources resourced;
criteria? are allocated. becomes Active
Placed Project

On Hold

Figure 5: Gate meetings are a two-part decision process: the first part (left) - to
make Pass/Kill decisions on individual projects; the second part (right) - to
prioritize the project against the rest and to allocate resources.

Next, the second part of the gate meeting — the second diamond on the right in Figure 5 — looks at the
impact of adding this one project to the portfolio. That is, this project is considered in a refative sense —
relative to the other active and on-hold projects.
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Questions are:

e Does this project improve the overall value of the portfolio (does it have a higher value to the
business than the other projects underway? Or lower?)
e Does it improve the balance of projects in the portfolio (or do you already have too many of this

type of project)?

e Are the resources available? Does this project avoid over-straining your limited resources (or does
it suck resources away from other important projects)?

e Does the project improve the strategic alignment of the portfolio (does it fit your strategy; does
this spending mirror your strategic priorities)?

If the answers are positive, then the project is
resourced, and becomes an active one.
Otherwise it is put on hold (on its own, it may
be a decent project, but it simply does not
impact the portfolio positively; perhaps it's
time will come).

This two-part gating structure, combined with
periodic portfolio reviews, where all projects
are considered together, are ways that
progressive companies are trying to build
portfolio management into their new product
processes and methods.

The Challenge Ahead

How well your business manages its new
product projects and pipeline may well
determine your future prosperity. Putting in
place an effective new product process, such
as Stage-Gate®, is a first step. Next, ensure
that you practice some discipline here ...

really commit to using the process. Then

move to improving the process. First, begin
with some great new product ideas: build in an

-end-

idea capture and handling system, and then try
some proactive idea generating activities —
camping out with your customers, as at Fluke;
an MRG event as at OMNOVA Solutions;
scenario generation; or working with lead
(very innovative) customers as at Hilti and

3M. If fundamental research is undertaken at
your business, make sure it is directed
research: develop a stage-and-gate process for
such research projects.

Now that you've tackled the issue of “doing
projects right”, turn to the challenges of
“doing the right projects”. Ensure that the
gates in your new product process are well
defined,

rigorous and based on visible criteria:

use a gate scorecard to help select projects.
Finally implement portfolio management,
seeking high value projects, the right number
of projects, a balanced mix of projects, and
strategically aligned projects.
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World’s Top

Innovation Management Scholars

-Journal of Product Innovation Management, May 2007

Dr. Robert G. Cooper

Dr. Robert G. Cooper is one of the most influential innovation thought leaders in
the business world today. He pioneered the original research that led to many
ground-breaking discoveries including the Stage-Gate® Idea-to-Launch process.
Now implemented by almost 80% of North American companies, it is considered
to be one of the most important discoveries in the field of innovation
management. He has spent more than 30 years studying the practices and pitfalls
of 3,000+ new product projects in thousands of companies and has assembled the
world’s most comprehensive research on the topic. His presentations and practical
consulting advice have been widely applauded by corporate and business event
audiences throughout the world making him one of the most sought-after
speakers.

A prolific author, he has published more than 90 academic articles and seven
books, including the best selling ‘Winning at New Products, 3™ Edition’. He is the
recipient of numerous prestigious awards including the Crawford Fellow from the
Product Development and Management Association (PDMA) and the Maurice Hol-
land Award from the Industrial Research Institute (IRI). Dr. Cooper is a Professor
of Marketing and Technology Management at the Michael G. DeGroote School of
Business at McMaster University in Ontario, Canada and Distinguished Fellow at
the Institute for the Study of Business Markets (ISBM) at Penn State University in
Pennsylvania, USA.

Dr. Scott J

Dr. Scott J. Edgett is internationally recognized as one of the world’s top ex-
perts in product innovation and is the pioneer of portfolio management for prod-
uct innovation. He is a high profile speaker and sought-after consultant. Dr.
Edgett has had extensive experience working with large multinational clients in a
variety of industries, principally focusing on issues affecting innovation leader-
ship and capability. He is credited with helping business executives and innova-
tion professionals successfully implement world-class innovation processes that
have generated outstanding results. His speaking engagements and consulting
work have taken him around the globe to work with some of the world’s best
innovators and companies among the Fortune 1000.

Dr. Edgett is Chief Executive Officer and co-founder, with Dr. Robert G. Cooper,
of both Product Development Institute and Stage-Gate Inc. He has spent more
than 20 years researching and developing innovation best practices and working
with organizations in product innovation. He is a prolific author having co-
authored six books including the popular ‘Portfolio Management for New Prod-
ucts, 2™ Edition’ and has published more than 60 academic articles. Dr. Edgett
is a former Professor of the Michael G. DeGroote School of Business, McMaster
University in Ontario and is a Faculty Scholar at the Institute for the Study of
Business Markets (ISBM) at Penn State University.
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The Stage-Gate Inc. Advantage
How we can help you win at product innovation

Results Reach
proven track record successful client
helping companies engagements

improve their
product innovation
capabilities

across numerous
industries, countries
and cultures

Experience
breadth and depth
via front line
experience with
5000+ clients

Research
comprehensive,
peer reviewed

Leadership
The world’s most
respected experts in

and longest NPD - Dr. Robert G.
running Cooper and Dr.

benchmark Scott J. Edgett
studies

Consistent, repeatable product innovation success is within your reach.

SG Navigator™

The complete guide to customizing, implementing
and using the authentic Stage-Gate® system. Pack-
aged into a professional, user friendly interface acces-
sible through your web browser, this expert guide
contains a collection of the best of the best - prac-
tices, proprietary methods, criteria, templates, work-
sheets and deliverables. Everything you need to
drive lean, rapid, and profitable product innovation in
your organization.

Benchmarker™

Compare your organization’s innovation perform-
ance and practices against the best. This cost-
effective, convenient and reliable assessment isolates
your strengths and weaknesses against proven per-
formance drivers. Fact-based information to help you
make critical decisions.

Inspiring Speakers

Invite internationally acclaimed product innovation
experts, Dr. Robert G. Cooper and Dr. Scott J. Edgett,
into your organization to motivate and inspire your
team to embrace the proven drivers of innovation
success.

Seminars and In-house Training

High impact, interactive and intense knowledge
transfer events where our expert speakers and train-
ers cut through the issues and focus on best practice
solutions to the most critical challenges faced by
product innovators.

+1-905-304-8797
o

Implementation Services

Highly focused engagements designed to accelerate
the successful implementation of proven innovation
practices. Based upon a collection of world class
techniques and methods and delivered by highly
skilled, experienced implementation specialists.

Consulting Services

Highly specialized engagements tailored specifically
to meet your company’s unique innovation chal-
lenges and needs. Our product innovation experts
draw on an impressive collection of tools, methods
and expertise to help you measure, analyze, design
and execute.

Books and Reports

Best selling books and research reports on the topics
critical to product innovation success. Cooper and
Edgett’s collective works are considered to have
achieved the most powerful impact on performance
in product innovation today.

Alliance Program

Connects innovators with enabling tools through a
central, easy-to-access, Solutions Directory and saves
time sourcing vendors to support Stage-Gate proc-
esses such as Idea Management, Idea-to-Launch
and Portfolio Management. The Stage-Gate Ready
Certification program validates software applica-
tions against some 200 innovation-related criteria to
reduce risks and costs incurred by would-be buyers

during the selection process.
g e

www.stage-gate.com
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Stage-Gate Inc.

The ultimate combination of front line
experience and proven, widely implemented
products and services.

Stage-Gate Inc. is the most widely recognized and
trusted name in Product Innovation. Our clients trust
and rely on our ideas, unparalleled research, world-
class solutions and outstanding service.

Whatever your needs or goals contact us.

We can help you win at product innovation.

+1-905-304-8797

Toronto e Atlanta
www.stage-gate.com

Inc.
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Want to Learn More?
- -

Dr. Robert G. Cooper and Dr. Scott J. Edgett invite you

Executive Semmars to attend their Innovation Best Practices Seminars

Lean, Rapid and Profitable New Product Development - Improving your Productivity

Developing A Product Innovation Strategy and Deciding Your New Product Portfolio -
Making Strategic Choices and Picking the Winners

Generating Breakthrough New Product Ideas - Feeding the Innovation Funnel
Winning At New Products - Achieving New Product Success with Best Practices

Successfully Designing and Implementing the Stage-Gate® Process - A Best Practice Approach

Portfolio Management for New Products - The Blueprint for Effective Project Selection and
Prioritization

Technology Developments, Platforms & Fundamental Research - Managing for Profitable
Results

Best Selling Books

Authored by Dr. Robert G. Cooper and Dr. Scott J. Edgett these books address the complex issues
surrounding product innovation.

|
Generating ROBERT G. CODPER

Breakthrough
New Product WINNING
Ideas AT

NEW PRODUCTS

Secend Editin

Portfolio

Management L :"fn"s”n”sﬁ.'; P

for New Products

Feeding the
Innovation Funnel ACCELERATING THE PROCESS

£RAM 10FL TA LANNEE

Stage-Gate Knowledge Community

Receive Dr. Cooper and Dr. Edgett’s latest research, information and tips to keep you current in
Product Innovation. Be the first to receive advance copies of new articles, research papers, books,
seminars and more. Join www.stage-gate.com/subscribe.php

Eoﬂ.
Stage-Gate

Inc.

+1-905-304-8797 www.stage-gate.com
- -
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