
125 Chapter 4    Product and Service Innovations

see how they work and whether they can be improved. The team members then decide which prod-
ucts their firm is capable of pursuing and choose the one that will deliver the greatest return. The 
product idea selected then moves to the first gate (Gate 1), where it is screened by the company’s 
decision makers and a Go/Kill/Hold/Recycle decision about it is made. If the decision is to go ahead 
with the product idea, then an approved action plan along with a list of deliverables and date for the 
next gate is established.

STAGE 1: SCOPING
The focus of the scoping stage is to evaluate the technical merits of the product in relation to its poten-
tial target market. The team analyzes the strengths and weaknesses of the product and the value it can 
offer to the potential consumer. In addition, the team also identifies competing products and evaluates 
them. The purpose is to evaluate the threat these products pose to decide the nature of the product to 
be developed and how it should be positioned relative to them. As a result of these evaluations, the 
management team at the Gate 2 review can decide whether to proceed with the development of the 
new product and pass it on to the next stage.

STAGE 2: BUILD THE BUSINESS CASE FOR THE PRODUCT
Stage 2 is the most critical and, perhaps, the most difficult phase of the Stage-Gate® approach. It 
is the last stage of conceptualization before the actual development work on the product begins. 
Companies need to conduct a thorough analysis at this stage because a significant amount of 
resources will be expended after it. This stage includes four major processes: (1) Define and 
analyze the new product, (2) prepare the business-case document, (3) prepare the project plan, 
and (4) perform the feasibility analysis.

•• Define and analyze the new product. In this step, the product development team will answer
key questions about the proposed product: What benefits should the product provide? How
does it compare with competitors’ products? How will potential customers perceive its value?
Through the use of surveys and market analysis, the firm identifies the potential markets for
the product and can assess how consumers will react to it. Finally, a detailed analysis is done of
the costs of producing, marketing, and launching the product.

•• Prepare the business-case document. Based on the results of the previous step, the product
development team prepares a business-case document, which includes a complete definition
of the product and the rationale for developing it. As part of the business case, they must
document the legal and regulatory (safety, health, and environmental) aspects of the project
as well.

•• Prepare the project plan. The team next prepares a project plan for the product’s development.
The plan should include the project’s scope (see Chapter 3) as well as a detailed list of the
project’s activities, timeline for completion, and milestones. The plan also should specify the
resources (personnel and financial) to be committed to the project.

•• Perform a feasibility analysis. A feasibility analysis evaluates the difficulty of carrying out the
project. Senior managers review all of the operational, financial, and market information col-
lected during the previous processes to decide whether developing the product still makes sense
or is feasible. For example, can the firm produce the product at a reasonable cost, so that the
company can price it in a way that’s affordable to consumers? If not, is it feasible to redesign
or produce the product in another way?

FIGURE 4.4: Stage-Gate® Approach to Developing New Products
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SOURCE: Adapted from Product Development Institute. (n.d.). Stage-Gate®—Your Roadmap for New Product Development. Retrieved from http://www.prod-dev.com/
stage-gate.php. Stage-Gate® is a registered trademark of Stage-Gate Inc.
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