


portfolio management study. One step is to implement a solid
new product process (as in Exhibit 2) that specifies what data
to gather, when to get it and even suggests how to obtain it.
But then practice discipline! Without a new product process,
project teams are left without guidance, and the end result is
that inconsistent data of variable quality is gathered. Thus it
becomes difficult to rate projects or rank projects against each
other, so effective portfolio management is next to impossible.
Move to “lean gates.” Information only has a value to the
extent it improves a decision. But often, far too much data is
delivered to the gatekeepers at each gate—the deliverables
have become too “bulky.” The project team screams “too
much bureaucracy,” while the gatekeepers complain that they
read pages of materials, much of it not relevant. Project teams
are usually not clear about what it required, so they prepare
voluminous reports to bullet-proof themselves. Strive for a
better understanding between project teams and gatekeep-

ers regarding just what information is needed at each gate.
And keep the deliverables and their templates to the essential
information needed to make the gate decisions. Johnson &
Johnson’s Ethicon Division has an effective Stage-Gate process
that begins with Stage 1 “understanding the opportunity” and
ends with Launch. A positive feature of the process is “lean
gates.” Previously, the gate deliverables package was a 30-page
to 90-page presentation, a lot of work for any project team to
prepare. Today, it's down to the bare essentials: one page with
three back-up slides. The expectation is that gatekeepers arrive
at the gate meeting knowing the project. Senior management
is simply informed at the gate review about the risks and the
commitments required. Finally, there is a standardized pre-
sentation format. The result is that weeks of preparation work
have been saved. (See Belair, G., Beyond Gates: Building the Right
NPD Organization, Proceedings, First International Stage-Gate
Conference, St. Petersburg Beach, FL, Feb 2007.)

Low-Hanging Fruit

Not only are companies undertaking far too many projects,
they’re the wrong ones: There is a shortage of major, break-
through, high-value development projects (see Exhibit 1).
And Exhibit 4 shows the portfolio breakdown in the typical
firm, with a comparison to the top performers. Again note the
shortage of more innovative, bolder projects, especially for the
average and poor performing businesses.

Lots of projects but too few game-changers. The problem
in part stems from approving too many projects (gates with
no teeth), so that there’s nothing left over for the big ones: The
high-value developments get squeezed out. As one executive
put it: “My business has a limited R&D budget. I can’t afford
to risk a major percentage of that budget on a handful of big
projects. I've got to hedge my bets here, and pick the smaller
an lower risk ones. If  had a larger R&D budget, then I might
tackle some more venturesome projects.” (See Cooper, R.G.,
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“Your NPD Portfolio May Be Harmful to Your Business’s
Health”, PDMA Visions, XXIX, 2, April 2005, pp 22-26).

With resources thinly stretched, executives favor smaller,
easier-to-do and faster projects—the “low hanging fruit”
projects. The trouble is they’re also low value to the company.
Some of these fast-and-easy projects may be needed, but when
your entire development portfolio is dominated by them to the
detriment of breakthrough new products, then the long-term
viability of your business is in jeopardy.

Refocus Your Resources

Some firms have taken steps to deal with the issue of too
many small, low value projects and a lack of breakthrough
initiatives, as follows:

Articulate a product innovation and technology strategy
for the business. Most businesses have a business strategy, but
no real product innovation strategy. Lacking such a strategy,
project investment decisions are undertaken on an ad hoc basis
without direction or focus. So it’s not surprising that the devel-
opment portfolio ends up with too many of the wrong projects.
A robust innovation strategy should delineate:

e your business’s new product goals. For example, what
proportion of your business’s sales will come from new
products?

e your strategic arenas. Which markets, product categories or
technologies will you focus your new product efforts? Your
battlefields must be decided.

e your attack plans: How do you plan to win in each strategic
arena?

Build a discovery stage into your idea-to-launch system.
Feed the innovation funnel! One reason for a dearth of break-
through new product projects is a shortage of game-changing
ideas. One benefit of an innovation strategy is that it defines
the “search fields” for new product ideas, or where to hunt.
Now the emphasis shifts to finding some good ideas.

Increasingly, companies are looking at managing the idea
generation process. And they are bolting on an effective idea
generation and handling system on the front-end of their new
product system. One study finds that of all the steps taken to
improve new product performance, idea management has the
strongest impact (Arthur D. Little, How Companies Use Innova-
tion to Improve Profitability and Growth. Innovation Excellence
Study, 2005). Steps to a proficient discovery stage (Exhibit 2)
include:

¢ Setup an idea capture, handling and screening system.

¢ Seek ideas from customers: Voice of customer methods
were rated the most effective in terms of ideation in a recent
survey (Cooper, R.G. and Edgett, S.J., “Ideation for Product
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Innovation: What Are the Best Sources?” Visions, XXXII, 1,
March, 2008, pp 12-17).

* Actively solicit ideas from your own employees.

* Move to “open innovation” to seek ideas external to your
company—from sources such as consumers, private inven-
tors, small businesses, vendors and the external scientific
community. (Docherty, M., “Primer On ‘Open Innovation”:
Principles and Practice,” PDMA Visions, XXX, 2, April 2006.)

Reserve resources for the “big” projects, and use strategic
buckets. If all of your development projects—new products,
platform developments, extensions and modifications—are
dumped into the same bucket, which ones rise to the top? The
easy, quick and low-value ones do, which is why most firms
have an over-abundance of these. Instead, consider setting up
strategic buckets: envelopes of resources (dollars or person-
days), but split by project type.

Strategic buckets are based on the premise that “strategy
becomes real when you start spending money”. Once an in-
novation strategy has been articulated, it’s time to move to
deployment. That is, make the spending decisions: Strategi-
cally, how many resources is your business prepared to commit
to major projects (such as platform developments) versus
new products vs. the small low-value ones? Next, projects are
categorized by bucket, and then prioritized within buckets
(but not across buckets). Continue to prioritize until out of
resources in each bucket. The result is a development portfolio
that mirrors your business’s strategic priorities, and contains
the best projects within each project category, without exceed-
ing your resource limits.

Ring-fence the resources, and set up an innovation group.
Consider ring-fencing resources for major projects. Too often,

M Exhibit 4
Breakdown of development portfolios

when people are designated to major product developments,
their jobs are split and their “other duties” and “urgent items”
soon dominate. The result is that a relatively small percentage
of the designated resources are actually spent on major product
developments. Instead, take a handful of talented people and
dedicate them full-time to genuine product or platform devel-
opment. These ring-fenced resources, or “innovation group,”
include technical people, but ideally also include marketing
and production people. More than half of top performing busi-
nesses in product development employ this ring-fencing tactic
(twice the proportion as poorer performers).

Fewer, but Higher-Value Projects

The message is clear: We must learn to drown some pup-
pies by establishing gates with teeth, and committing the
needed resources at these gates. And then seek higher-value
projects by developing a product innovation strategy, employ-
ing strategic buckets, and feeding the innovation funnel via a
robust discovery stage.

About the Author

Robert G. Cooper is professor emeritus at McMaster Universi-
ty (Hamilton, Ontario); president of the Product Development
Institute Inc. (Ancaster, Ontario); distinguished research fellow
at the Institute for the Study of Business Markets, Pennsylvania
State University (University Park); and creator of the Stage-
Gate® system (www.stage-gate.com). He may be reached at
robertcooper@cogeco.ca.

Additional Reading

For more on open innovation, see: Chesbrough, H. (2003), Open
Innovation: The New Imperative for Creating and Profiting from
Technology, Harvard Business School Press.

The APQC study (American Productivity & Qual-

ity Center) on best practices in product innovation
is reported in a three-part article series in Research-
Technology Management: Cooper, R.G., Edgett, S.J. &

and package changes

Project types Worst Average Best Kleinschmidt, E.J., “Benchmarking Best NPD Practices,”
performers | business | performers Research-Technology Management, 47, 1, Jan-Feb 2004, pp
Promotional developments 12% 10% 6% 31-43; 47, 3, May-June 2004, pp 50-60; and, 47, 6, Jan-Feb

2005, pp 43-55.

Incremental product

Cooper, R.G. and Edgett, S.J. (2006), “Ten Ways to Make
Better Portfolio and Project Selection Decisions,” PDMA

Visions, XXX, 3 (June), pp 11-15.

Cooper, R.G., Edgett, S.J., & Kleinschmidt E.J. (2002),

improvements and changes 40% 33% 28%
Major product revisions 19% 22% 25%
New to the business products 20% 24% 24%
New to the world products 7% 10% 16%

Portfolio Management for New Products, 2nd edition. New
York, NY: Perseus Publishing.

~45% ~55% ~65%

<—— 10 point steps —>

Cooper, R.G. & Edgett, S.J. (2007), Generating
Breakthrough New Product Ideas: Feeding the Innovation

Top performing businesses in new product development were identified using ten critieria, including Funnel, Product Development Institute Inc.,
meeting sales and profit targets, percentage of sales from new products, on-time and time-to-market

performance, and ROI (return-on-investment) from R&D spending.
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