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A few years ago, I was alerted by the editor of the PDMA Visions Magazine to the most recent 
study done by the Product Development and Management Association.  It revealed some rather 
shocking information, namely, that in spite of all of the hype around product innovation and 
product development, new product productivity in America was down.  The editor challenged me 
to find out what was going on and investigate the causes. This investigation ultimately resulted in 
the article, “Portfolio Management May be Dangerous to Your Health.”  
 
My colleagues and I discovered that, sure enough, productivity in new product development 
(NPD) is down when measured by output over input. Companies are still spending the same 
amount of money on R&D as a percentage of sales that they always did; but the percentage of 
sales from new products was down from about 32% to 28% over a 10-year period. That is about 
a 14% drop in NPD productivity, which is a significant cause for concern. 

 
We looked at a number of potential causes … maybe we’re not doing as good a job at product 
development … maybe we’re doing bad launches, etc.  These, however, did not seem to be the 
answer.  The quality of execution in NPD has pretty well remained unchanged for two decades. 
There is quite a bit of data going back several decades, which shows that we are doing just as 
good a job today, but unfortunately, no better on NPD activities. 

 
We finally discovered that the important difference today, which is driving NPD productivity down, 
is the lack of blockbuster projects in companies’ development portfolios. When you look at the 
typical company’s current development pipeline, the cupboard is bare!  The pipeline in the mid 
1990s contained about double the percentage of truly innovative development projects and truly 
new product projects. Product development in the US is shifting towards the low-hanging-fruit 
type of projects.   

 
The Root Causes 
In order to take action to correct the situation – to fix the shortage of blockbuster, game-
changing and high value development projects -- it is important to understand the reasons:  
 
1. The financial community has driven many companies into a short-term focus business model.  

There is not a huge appetite for doing some of the more venturesome and game-changing, 
high-value projects.  We wish we were seeing more of these game-changing new products, 
not just from Apple and Proctor & Gamble, but from every company. 

2. The emphasis on operational excellence in the 1990s, which was great for some folks, but 
probably not such a good thing for innovation, led to a significant resource crunch. We have 
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measured that resource crunch over the years and it is getting worse. There are simply too 
many projects in most firms’ development pipelines for the limited resources available. The 
result is that most new product projects are starved for resources, and are typically under-
funded and understaffed, leading to a host of other problems.   

3. Many companies don’t have much of a strategy for innovation. Without a strategy, they 
really have not thought about setting aside the necessary resources and talent to get these 
big projects done. Big, game-changing projects demand large resources, and only through a 
strategic commitment are these significant resources likely to be made available.   

 
Our most recent best practices study, done with the APQC (American Productivity and Quality 
Center), reports that about 60% of US companies do not have the key elements of a product 
innovation strategy in place.  This is quite remarkable. 
 
Curing the Malaise 
When there is a malaise across the land, there is no one easy fix. We have to look to a multi-
faceted solution here because the problem is multi-faceted.   

 
One solution, obviously, is for businesses to develop an innovation strategy. I constantly 
emphasize the fact that an innovation strategy is absolutely critical to success.  One part of this 
innovation strategy is focus.  You cannot keep extending your troops over thousands of miles and 
expect results.  One must pick one’s battlefields or arenas – areas of strategic focus – and 
concentrate the R&D effort there.  

Another part of strategy that must be emphasized is spending. Strategy becomes real when you 
start spending money! So resource commitments are a key facet of strategy – how much money 
and people are you prepared to commit to different strategic areas and to different types of 
developments? 

The second major theme that we emphasize – and it’s a solution that some of the other authors 
whom you’ve interviewed also highlight -- is the notion of feeding the innovation funnel.  If the 
goal is a steady stream of major new product winners, then one must begin with some robust 
new product ideas. Our view is that there are multiple sources of ideas, two of them being 
disruptive technologies and open innovation.   

Yet another source of good ideas, with which we have had considerable success over the years, is 
voice-of-the-customer research (VoC). The proposition is: your customer or user has the seeds of 
your new great breakthrough product, but he or she doesn’t know what it is, nor do you. So, it is 
vital that you work with your customers and users – walk in their shoes, understand their 
problems and what they see as value, gain and critical insights, and figure out what their unmet 
and articulated needs really are.   
 
These customer insights only come through in-depth voice-of-the-customer research. And most 
companies pay lip service here, according to the APQC study I mentioned before. If you want to 
study gorillas, you don’t hold a few focus groups or phone three sales people and ask them all 
about gorillas.  You buy a tent and move into their village.  That is the way you study gorillas.  
It’s much the same as cultural anthropology, and in NPD is called “ethnographic research”.  Sure 
it takes time and effort, but the pay-offs are huge. 

 
An example: I have worked with a major pump manufacturer that is embracing voice-of-the-
customer research. They spent a lot of money to train their design engineers on VoC, and now 
they camping out in customers’ factories to understand how they use, misuse and abuse pumps 
and valves.  Take an item like a pump – it’s been around for hundreds of years -- you would 
think there would not be much to innovate.  By spending a lot of time at their customers’ 
locations, however, these design engineers and marketing people have identified all kinds of user 
points of pain, and, as a result, have come up with some revolutionary products, for example, in 
the area of energy saving.   

 
We also see companies tapping into the creative abilities of their own employees much more 
effectively. For years, companies have half-heartedly encouraged their own employees to submit 
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innovation ideas. Very few companies have done it well. Recently, however, I have seen a 
handful of companies becoming very aggressive in terms of going after their own internal ideas.   

 
For example, a company in Europe that keeps coming out with great new products in the crystal 
jewelry business is Swarovski, a family-owned business headquartered in Austria.  They have 
implemented a system to draw in ideas from every employee in the company.  It’s much like a 
huge electronic vacuum cleaner. Let’s say you are an employee who thought, “Gee, wouldn’t it be 
nice if this crystal tennis bracelet that I just purchased could light up and send messages across 
the bar to my friends …. if there were little messages in the crystals of my bracelet.” That idea is 
keyed into this large electronic vacuum cleaner funnel. A small group of people at headquarters, 
working in what is known as i-Lab, immediately receives the idea and does a strategic pre-screen 
to make sure it is within Swarovski’s business definition. Then a handful of people in the i-Lab 
work on the idea and do what is called “visualization” … a couple of very simple, quick electronic 
sketches. Using software called i-Flash, the visualized idea is then sent to a group of handpicked 
employees in the company for evaluation and feedback.  With the feedback in hand, the i-Lab 
people continue to flesh out the idea until it is ready to be presented at Gate 1 – the Idea Screen 
– in Swarovski’s Stage-Gate new product process. And the idea moves forward.  
 
Change the Culture 
Two additional elements must be in place in order to promote game-changing ideas and projects. 
One can generate ideas until the cows come home, but if the company’s culture and climate are 
dead and there is no appetite to do these innovative projects because of a risk-averse, 
conservative management, or there is no organizational capability to do them, then the company 
is in real trouble. In the APQC study, we found that the top-performing companies who were 
getting these hot ideas through the pipeline -- the key is getting them through the pipeline, not 
just generating them -- were doing some very innovative things in terms of climate and culture.   
 
Changing the measurement system of senior management seemed to be one step --measuring 
and rewarding senior management for new product results, not just for quarterly profits. 
Innovative companies also have unusual organizational designs that allow project teams to 
operate outside of the normal bureaucracy of the company.  We see a lot of evidence in 
innovative companies of skunk works, projects in the cellar, Friday projects, scouting time, and 
so on.  

 
A good example of this is another company for whom I have done work, the toy company 
MegaBloks.  What a bubbling organization that is … there are clusters of people here and clusters 
of people there and completely open architecture in the offices. It is just a beehive of bubbling 
activity, and is very innovative and creative. Everyone has a gung-ho, let’s go, let’s move things 
kind of attitude. You can just see it as you walk through the place … the culture and climate, the 
way you organize and senior management being supportive and spending a lot of their time on 
the topic. 
 
Next Generation Stage-Gate® 
As you know, I created and introduced the Stage-Gate® idea-to-launch process a number of 
years ago, and it has evolved and improved over time. Today it’s become the dominant tool or 
methodology by which companies conceive, develop, and launch new products.  About 75% of all 
U.S. companies who are involved in product innovation have adopted one form or another of 
Stage-Gate according to both the APQC and the PDMA studies I mentioned, as have many 
European and some Japanese companies.   

 
Stage-Gate was originally conceived as a game plan -- a playbook – consisting of best practices 
designed to enable a team to move the ball down the field to score a goal – consistently, 
effectively and quickly. I liken Stage-Gate to North American football in that you have a group of 
cross-functional players on a team – players who play different positions and have different 
roles… Marketing, R&D, Operations, Sales, etc.  At the beginning of each play, the players move 
out of a huddle (we call these “gates”); they line up, the whistle blows, and bingo, a whole set of 
moves and tasks are executed fast, in parallel, and with precision. These activities in a typical 
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new product project include tasks such as undertaking a market study, doing a cost analysis, 
putting together a business case, defining the product, etc.   

 
Stage-Gate breaks the game into discrete stages – much like successive plays in a football game 
-- each stage consisting of a set of prescribed activities. We then put together a playbook that 
lays out best practices that project teams should seriously think about doing – these activities, 
tasks and best practices thus define the stages.   
 
The gates came later. The gates are like the huddles in a football game where the team gathers, 
in this case, with management, to make decisions about whether and how they should move the 
ball forward. The gates are the Go/Kill decision points, and thus are in effect the quality control 
check points – the betting points – where you decide whether or not you’re still in the game. 
 
The Stage-Gate® process has worked superbly for many companies. For example, the APQC 
study I mentioned earlier found that every top performing company they studied in new product 
development in the US uses some form of a Stage-Gate process. And one conclusion of a recent 
PDMA conference was that “many companies have dramatically improved development cycle time 
and efficiency by implementing formal Stage-Gate™ systems”. Finally, exemplary companies, 
such as Procter & Gamble, Exxon Chemicals and Emerson Electric, have employed advanced 
versions of Stage-Gate for almost two decades. 

 
Unfortunately, as in any good model or system, not everyone gets it right. For example, in the 
last 10 or 15 years, many companies have built an awful lot of bureaucracy, rigidity and make-
work activities into Stage-Gate. I am horrified at times when I walk into a major company and 
they show me their Stage-Gate process.  I look at it and say, “That’s not a Stage-Gate process. 
That is a bureaucratic nightmare! What you people have designed is a Velcro-lined pipe here. Try 
to get something through that and to market – it’s almost impossible.” In short, they’ve missed 
the whole point of Stage-Gate, which was originally designed as an enabler to speed new 
products to market and make them big winners. Instead, too many folks have rendered their 
innovation processes cumbersome, rigid and bureaucratic, hence big time wasters – this was not 
the original intent of my Stage-Gate system!   
 
To overcome this, we have introduced our lean or next generation version of Stage-Gate. What 
we are currently advocating is what we call “lean, rapid, and profitable product development” – 
accelerating the process, improving productivity in NPD, and getting Stage-Gate slick and fast 
again.  Here are the seven principles to make this happen: 

 
1. The first principle is “keep it customer focused all the way through.”  The voice-of-the-

customer must be built in at every stage in your idea-to-launch system. The number one key 
to success and profitability in NPD is creating and delivering a unique, superior product – a 
product that is differentiated, meets customer needs better than competing products, and 
offers a compelling value proposition to the customer or user. And most often, this 
competitive advantage comes from a thorough understanding of the customer’s or user’s 
unmet and unspoken needs, gained from listening to the voice of the customer throughout 
the idea-to-launch process. 

2. Second, the process must be front-end loaded. Do the homework up front. Due diligence 
pays off -- ask any venture capitalist. By contrast, most companies get an idea and move far 
too quickly into the Development phase. But they have not done their up-front homework – 
the essential market, technical, source-of-supply and business analyses are missing. So they 
overestimate sales revenue, get the product definition and design wrong, under-estimate 
technical difficulties, and sow the seeds of yet another underperforming new product. Smart 
managements emphasize and get solid up-front homework done on NPD projects!  

3. The third lean principle is spiral development. This has evolved from folks in the IT industry 
and their notion of “agile development” to deal with fluid and unstable data.  It entails 
building in a whole series of spirals, each spiral consisting of a “build, test, feedback and fix” 
iteration with the customer or user. You take a very early version of the product – perhaps a 
virtual product -- and get it out there fast and in front of the customer or user …. get their 
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feedback … then back to the lab … develop the next version of the product, and so on.  What 
these fast-paced project teams have been able to do is move very quickly to the finalized 
product design much faster than the old-fashioned linear process.   

4. A fourth principle is holistic cross-functional teams. Unbelievably, some companies still have 
not mastered the team aspect of product development -- they don’t have real cross-
functional teams. Most of the project work is dominated by one or two functional areas – 
technical and marketing – often with one or the other area “owning” the project. Key 
functions such as Operations and Sales are not fully engaged or they join the project far too 
late in the process.  It gets worse. Often it’s not even clear who is on the project team; 
project leaders have no power, and keep changing as the project progresses, and so on.  It’s 
essential to adopt a true cross-functional team approach – a clearly defined project team and 
leader, from beginning to end of the project (no hand-offs), with authority and resources, 
and fully accountable for the end result. 

5. The fifth principle is metrics, accountability and continuous improvement. We keep 
emphasizing that Stage-Gate is an evergreen system. The idea-to-launch process that you 
had five years ago is probably completely different today, or should be. Why?  Because 
you’ve been doing continuous improvement on it. But in order to do continuous 
improvement, you must first have metrics in place, and project teams must commit to 
achieving certain results when measured on these metrics – the notion of team 
accountability. The way it works is this: early in the life of a project, the project leader and 
team stand in front of management at a gate meeting, and say something like, “My team 
and I commit to achieving the following: we will have the product on the market in six 
months; first year sales will be 100,000 units; and we forecast profits to be $3 million.” That 
declaration defines the success criteria. And these success criteria are checked at every 
successive gate, and most importantly, they are checked at the “post launch review” one 
year after launch. 

In the old days, many companies operated from a philosophy of “launch and leave.” The 
project leader could make promises, get his or her project approved, launch the product, and 
then walk away.  There were no metrics and there was no accountability.   

Companies that build in metrics and a post-launch review achieve several things.  First, they 
hold their teams accountable for the end result. Submitting some fictional sales or cost 
projections in a business case and walking away from the end result is no longer acceptable. 
Secondly, this approach leads to an understanding of why we keep missing the mark and 
hence is the starting point for continuous improvement.  

 
6. The next principle is focus and portfolio management. We are really emphasizing this 

principle, and it takes us right back to that “dangerous to your health portfolio article”. The 
rule is “do fewer projects, but higher-value projects” in order to maximize the productivity or 
yield from your R&D portfolio. We see a lot of evidence that suggests that while doing 
projects right – for example, employing the five principles I outlined above – is one way to 
improve productivity in NPD, there are huge gains to be made another way, namely doing 
the right projects. And that’s what portfolio management is all about – making the right new 
product or R&D investment decisions. 

Techniques that we promote, and are outlined in our most recent PDMA Visions article “Ten 
ways to make better portfolio decisions” include the use of strategic buckets to ensure the 
right balance and mix of projects, and employing scorecards at gates along with the 
productivity index – a financial metric – in order to pick high value-to-the-corporation 
development projects. These portfolio management methods are proven techniques designed 
to yield much more robust development portfolios, and should be part of every company’s 
repertoire of best practices. 

 
7. The final principle is adopting and implementing the NexGen Stage-Gate system, into which 

of course are built, the six principles I outlined above. But, there is more. Stage-Gate has 
morphed into a much more flexible and adaptable innovation process, one that adapts to 
changing conditions and fluid, unstable information. The notion of simultaneous execution is 
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also built in, whereby key activities and even entire stages overlap, not waiting for perfect 
information before moving forward. The cost of delay must obviously be weighed against the 
cost of beginning wrong.  

 
NexGen Stage-Gate is also a scalable process, scalable to suit very different types and risk-
levels of projects -- from very risky and complex platform developments through to lower 
risk extensions and modifications, to handling even simple sales force requests. Each of 
these projects has risk, consumes resources, and thus must be managed; but the nature of 
your Stage-Gate process will vary greatly depending on the project type. One size of Stage-
Gate does not fit all types of projects! 

 
Stage-Gate has also been modified to accommodate open innovation. For example, P&G has 
just released their SIMPL 3.0 version of their Stage-Gate system. It’s designed to handle 
external ideas, IP, technologies and even fully developed projects – all with their sources 
outside the corporation.  
 
NexGen Stage-Gate is also automated. Increasingly, companies are utilizing software to 
underpin their development process and pipeline. And there are indeed some excellent 
software tools designed to accommodate and support a Stage-Gate system. 
 
Finally, Stage-Gate is lean. By analyzing the current development process, and using 
methods such as “value stream analysis” imported from Lean Manufacturing, we have seen 
significant reduction in waste and cycle times in product development. In value stream 
analysis, one analyzes the development process and systematically removes all non-value-
added activities in order to streamline and accelerate development projects to market.  
 
These principles are explained in our book, “Lean, Rapid, and Profitable New Product 
Development.”  And the premise of our latest book “Creating Breakthrough New Product 
Ideas: Feeding the Innovation Funnel” just released in February of this year, is that there are 
a number of proven ways to overcome the shortage of major new products in the 
development portfolio and to feed the front end.  The books can be ordered through the 
Product Development Institute  http://www.prod-dev.com/books.shtml 
 

 
Velcro Points 
1. Product development in the US is shifting towards the low-hanging-fruit type of projects.   
2. Aim to feed the innovation funnel through processes which generate insight into customer 

problems and needs.   
3. Think in terms of Spiral Development with customer focus and many touch points built in to 

the process. 
 
 
 
 
 
 © Copyright 2007 INNOVATE LLC. Publisher of The Innovators electronic 
magazine 
Stage-Gate® is a registered trademark of Product Development Institute Inc. 
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World’s Top Innovation Management Scholars 
         
              -Journal of Product Innovation Management, May 2007 

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, 2nd 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.   

Dr. Robert G. Cooper 

Dr. Scott J. Edgett 

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, 3rd 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.  
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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.   

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.  

Consistent, repeatable product innovation success is within your reach. 

The Stage-Gate Inc. Advantage 
How we can help you win at product innovation 

Results 
proven track record 
helping companies 

improve their  
product innovation 

capabilities 

Reach 
successful client  
engagements  

across numerous  
industries, countries 

and cultures 

Experience  
breadth and depth 

via front line  
experience with 

5000+ clients 

Research 
comprehensive, 
peer reviewed 

and longest 
running  

benchmark 
studies 

Leadership 
The world’s most 

respected experts in 
NPD – Dr. Robert G. 

Cooper and Dr. 
Scott J. Edgett  

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



  

  

+1-905-304-8797 
Toronto • Atlanta 

www.stage-gate.com 

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. 
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Want to Learn More? 
 

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

Dr. Robert G. Cooper and Dr. Scott J. Edgett invite you 
to attend their Innovation Best Practices Seminars 

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. 

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 

 




