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approach, which begins by generating ideas for a new product and ends with its launch, or commercial-
ization, and (2) the Stage-Gate® approach, which is a conceptual and operational road map that divides 
the process into distinct stages and uses cross-functional teams to move the product from one stage to 
the next. Let’s now look at each of these approaches more closely.

The Traditional Approach to New Product Development
The traditional product development approach is shown in Figure 4.3. The actual number of steps in 
the process depends on the type of product and varies from company to company. The feedback loops, 
represented by the arrows in the figure, indicate the occasional need to return to a previous stage. For 
example, if no reasonable new product ideas survive the screening process, it would be necessary to 
return to Stage 1 to generate a new set of product ideas.

The Stage-Gate® Approach to New Product Development
Companies need to ensure that the new product development process is as rapid and efficient 
as possible—that is, it minimizes waste. As discussed in Chapter 3, the costs of a project can get 
quickly out of hand if they aren’t closely managed. It has been estimated that companies waste 
about half of the resources allotted to the project on the conception, development, and launch of 
new products.

The Stage-Gate® approach, which is shown in 
Figure 4.4, is a method that helps prevent runaway, 
over-budget product development cycles. The stage-
gate approach works like this: New projects are divided 
into stages (or phases), and gates separate consecutive 
stages. A stage refers to the critical activities that need 
to take place at a particular stage of the project. At 
each gate, a decision is made whether to continue with 
the project, typically by a senior manager or a steering 
committee. Is there still a need for the product? Are 
the technical challenges being overcome? Is the prod-
uct’s development still on time and within budget? If 
not, the project is kicked back to the previous stage for 
reconsideration and reworking. Additional resources 
are only allotted to the project once it has successfully 
completed all gate reviews after a development stage.

An estimated 70% to 85% of leading U.S. compa-
nies, including General Electric (aka GE, Fairfield, CT), 
now use the Stage-Gate® approach to launch their new 
products. A Stage-Gate® approach system designed and 
implemented by Nortel Networks Corporation (for-
merly Northern Telecom Ltd., Mississauga, Ontario, 
Canada), a global telecommunications equipment man-
ufacturer, cost approximately US$1 million, but the ben-
efits have been impressive. The company has been able 
to launch its new products faster, with fewer defects, 
and with less rework and recycling in the process.13

STAGE 0: DISCOVERY
The discovery stage is the first stage of any new prod-
uct development project. During this stage, the new 
product development team collects and generates 
ideas for the new product. New product ideas can 
come from various sources, such as the firm’s cus-
tomers, market research and surveys, focus groups, 
customer service employees who listen to customers’ 
complaints and suggestions, and the firm’s suppliers 
and shippers, New product ideas can also be gener-
ated via reverse engineering, a process in which a 
firm dismantles a competitors’ existing products to 

FIGURE 4.3: Traditional Approach to Developing New 
Products
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