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Optimizing Project Risk, Project Expense and Time to Market
Using a Gate Review Process

Pete Cornish

PD-Trak Solutions

Summary

Most product development organizations have deployed some form of Phase-Gate and Gate Review process to
provide structure to their projects, yet many struggle to achieve the full benefits that such a process can offer.
Effective product development results from effective risk management. This paper presents the Gate Review
process as a systematic tool for managing project risk and provides practical guidelines for holding effective

gate review meetings.

The fundamental objectives of an effective Gate
Review process are to reduce project risk as rapidly
as possible:

1) With the minimum possible expense

2) With the lowest possible administrative
effort
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The process of managing risk is shared between the project team and the management team. The project team

manages risk factors that are internal to the project, e.g., will the product satisfy customer needs, will we be able
to achieve the critical functions and performance with available technology, we will achieve target cost, etc. The
management team should provide a check and balance on the project team’s efforts to manage internal risk,

and, more importantly, their role is to manage external or higher level risks, e.g., the risk that the project

deviates from the strategic business objectives, the risk that this project takes resources away from higher
priority projects, etc. If the management team gets too involved in managing project specific risk, the rate of
progress will be slower (micro-management). On the other hand, if the management team is not sufficiently
involved, the project may deviate from the organization’s strategic objectives, suffer from poor execution by an
inexperienced team that needs timely correction, and/or interfere with other project resources.

It is therefore necessary to define points in the project timeline where the management team engages with the
project team to assess risk against both internal and external criteria and make a decision to a) proceed, b)
cancel the project, c) place the project on hold, or d) request additional work in the current phase. These points
occur where there are decision points about major commitment of resources: proceeding with detailed

development, investing in tooling, investing in launching a new product, etc.
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Defining Phases and Gates of the Development Process

There are some logical, high level risk reduction tasks/activities that can be used as the basis for defining the
phases of the product development process. The names that are given to the phases are somewhat arbitrary
but the defining tasks must be performed in the correct sequence in order to consistently achieve the minimum
development time (there are many more tasks than listed — these are the defining tasks):

Table 1: Phase Definition

Phase Defining Tasks
Idea Capture and rank the idea against strategic priorities
Investigation Assess readily available data to better quantify the opportunity. Recheck for

alignment with strategic objectives and relative priority against other projects.

Feasibility Select the product concept based on customer needs, competitive solutions,
product cost, product quality, and technical risk tradeoffs

Development Develop the product and manufacturing or service process (detailed design)
Pilot/Launch Verify the manufacturing or service process. Introduce the product

Production/ Ramp up production volumes and refine manufacturing process to achieve cost
Deployment and quality goals or deploy and refine the service

Between each of the phases is a management assessment event where the project is evaluated against specific
criteria to determine if the project should proceed. This gives us a framework for managing our projects and
sets up the timing for the gates:

Idea Investigation Feasibility Development Pilot/Launch Production/
A Deployment

Note that the transition from Idea to Investigation is not defined as a gate. The screening and approval to move
into the Investigation phase is generally managed by a subset of the gate review team and is therefore defined
as a separate event. The rest of the discussion will focus on the gate review points as defined here. (Note: for
high risk projects with long phases, the management team may require that the team hold one or more Update
Reviews between gates. Care must be taken not to impose unnecessary reviews since they take time and will
slow down other project activity).

As the teams prepare for and execute gate reviews, there is a specific set of information or criteria that the
management team must be able to assess as the basis for the gate decision. Getting the right information into
the gate review process is critical to achieving the ideal risk/expense profile.

Gate Criteria

The fundamental criteria for assessing a project at a gate review are the same at every gate (listed below).
However, the degree of scrutiny and rigor that is applied to those criteria must be consistent with the information
that can be reasonably captured in the phase preceding the current gate.

o Market attractiveness
o Is the market well defined? Substantial? Growing? Can competitive advantage be achieved?

e Customer value

Page 2



V2
o Are customer needs understood and addressed by the product? Does the product provide
unique benefits and a compelling value proposition?

e Technical risks

o Is the product technically feasible? Do we have, or can we acquire the needed knowledge &
expertise? Is it reasonable to close the technical gap within a product development effort? Is
the complexity and technical risk manageable?

e Marketing risks

o Can the product advantages be effectively communicated? Is the product consistent with sales
channel desires and expectations? Can the projected market share be achieved through the
defined sales channels? What is the risk of our competitive advantage being undermined by the
time the product is launched?

e Financial return
o Is the projected financial return adequate? How likely are we to achieve the needed financial

return?

e Regulatory risk

o How challenging is the regulatory environment? What is the likelihood of new regulatory
requirements that negatively impact the product?

e Strategic alignment

o Does the project fit with the product line and business strategy? Do we have the necessary
core competencies? Does the project support a balanced project portfolio? Is the project
priority high enough to justify resource assignment?

Table 2 below suggests the level of information that would be expected at each gate, reflecting an increase in
scrutiny as project data is collected, analyzed and interpreted.

Gate Review Preparation

The gate review criteria shown in Table 2 imply a set of tasks that the team must execute in the preceding
phase of the project. It is helpful to define the development process to include the tasks that should be
performed in each phase of the project dir FO-Trak = Task Flans
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project charter or cancel the project. This action is more likely to occur in the early stages of the project,
but could occur later under some circumstances. The key here is to kill unattractive projects as quickly as
possible. Assuming this is not the case, when the team approaches the end of a given phase, they will
need to assess the project against the gate criteria. As part of the gate review, the team should provide
their recommendations on the outcome of the gate review. The team’s assessment will be much more
detailed than the gate review with the senior managers — put another way, the information presented in
the gate review will be a summary of the team’s assessment.

Much of the value of the Gate Review process occurs during the preparation for a gate review — this is not
project overhead — a periodic, objective assessment by the team members of the status of the project is a
critical element of effective project management.

Project Evaluation

A project scoring methodology can be used to help the gatekeepers to assess projects against these
criteria. An example of project scoring is shown below.

i PD-Trak™ Project Scoring Table

Virgo Edit Sheet l
|¥] Use results from this Table in Master Project Schedule Evaluators Scores (1-10)
7] 14 ® ) < ] ©
o 5|= |2 | |35 |5 |Average Weighted
Criteria 6 |la|d|@ |2 |& | a | Score | Weight | Score
Strategic alignment 16% 11.5
Product fits business unit & enterprise strategy 6 7 8 8 7 7.2 7% 510
Product leverages core competencies: marketing, technical, manufacturing 8 7 74 4% 3.0
Product supports balance among BU's, geography & product lines 8 6 7 6 8 7.0 5% Bl5
Product Advantage 11% 7.4
Customer needs are understood and effectively addressed by the product 6 6 6 6.6 5% 3.3
Product provides unique benefits or value proposition or better meets customer needs 7 6 7 8 6.8 6% 4.1
Market Attractiveness 22% 14.3
Meets market criteria such as minimum market size requirements 6 8 8 7 8 74 5% 3.7
Market provides growth opportunity 7 5 6 5 5 5.6 6% 3.4
Company can achieve a competitive advantage with this product in this market 8 7 7 8 7 74 6% 4.4
Product meets an existing market need or the need can be readily developed 7 5 5 6 5 5.6 5% 2.8

Technical Feasibility 16% 11.6

Product is technically feasible 6 7 6 7 6.4 6% 3.8
We have or can acquire the needed knowledge & expertise 7 8 8 8.0 5% 4.0
The technical gap, complexity, & technical risk can be adequately managed 6 7 9 7 9 7.6 5% 3.8
Risk 12% 8.3
There are no show stoppers 7 8 9 8 8 8.0 6% 4.8
Risks and uncertainties can be effectively managed and responded to 6 5 6 5 7 5.8 6% 3.5
Return 18% 12.4
The return on investment is good relative to the risk 7 6 7 8 7 7.0 6% 4.2
Product's overall profitability (e.g., NPV, ROI, breakeven period, etc.) is satisfactory 8 7 7 8 7 74 6% 4.4
There is a reasonable certainty of achieving sales forecasts, the target price and targetcost| 5 6 6 8 6 6.2 6% 3.7
Regulatory 5% 4.8
Product meets environmental, health, safety & legal policies 8 |10 | 10 | 10 | 10 9.6 5% 4.8

Totals: 100% 70.3

Gate Review Timing

There are different approaches that can be used to organize around gate reviews. One approach is to
consolidate gate reviews for several projects and hold them periodically, say once per month. The
advantage of this approach is that the managers only have to plan to be available on one day per month
to support the gate review process. However, this approach has some significant disadvantages. First,
in a large organization, these meetings will become very long and difficult to manage as team after team
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present their gate review content and/or project updates, some of which will run late even in the most
disciplined organizations. Second, this approach causes delays by forcing a gate review to occur at the
next available gate review date. With monthly reviews, this delay could be up to 4 weeks and can add up
over several gates through the project lifecycle. It is likely that project work will continue through this
delay period, but in the event that the project is cancelled or redirected, the work may be wasted.

Another approach is to hold gate reviews on a project by project basis as needed. This has the
advantage of minimizing project delays but can make scheduling managers more challenging.

A compromise is to use a weekly or bi-weekly format — to block off time on the gatekeeper’'s schedules for
the same time every week for gate reviews. If there are no projects to review then there is no meeting. If
there are multiple projects to review then an appropriate agenda is established, but ideally no more than 3

reviews per meeting.
The Gate Review Meeting

A Two Step Process

The first part of the gate review process is to assess whether the project should continue based on it’s
own merits. The second step is to assess whether the project has high enough priority relative to other
projects to justify continuing. The second step is a key component of effective portfolio management i.e.
managing the overall project stack against the business objectives:

Redirect/

Step 1
Project is assessed
against gate review

criteria

\ 4

Proceed to next phase;

Reassess

Pass >
Kill

Step 2
Project priority is
assessed against

other projects

resources approved

Project closed

v

Project closed

The gatekeepers/approvers may cover both decisions in the gate review meeting or may make the
second step decision subsequent to the gate review meeting. In the case of the latter, the decision

should be made within one business day to avoid potential waste.

Gatekeepers

The review and approval team is comprised of the senior managers that have profit and loss

responsibility for the affected product lines, have responsibility for defining the business plan and overall
product development strategy and have the authority to commit resources to the projects. The titles of the
gatekeepers will vary from organization to organization but could be vice president level in a smaller
company or director level in business units of a larger company. The team should include members with
strong backgrounds in product development strategy, product marketing, product technology/capability,
manufacturing process technology/capability and finance.
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To be effective, the review and approval team members must understand and accept the basic premise
of the gate review process as presented here i.e., the process is designed to provide an optimum
combination of risk reduction, project expense, time to market and administrative overhead. Risk is
inherent in the process and must be systematically reduced across all risk areas (business/marketing risk,
technical risk, financial risk).

Excessive, selective focus on risk reduction in one of these areas relative to the others can undermine the
gate review process and might actually increase overall project risk. A common example is an excessive
focus on financial risk management. If a high level of financial detail is demanded at the Feasibility Start
gate in an effort to reduce financial risk, the team will respond by pushing detailed design upstream from
the Development Phase to the Feasibility Phase so that they can provide a detailed bottoms-up estimate
of product cost. This results in a longer Feasibility Phase which delays the subsequent gate — this gate
may have resulted in the project being cancelled or redirected if held earlier, but with the delay and
additional resources necessary to perform the detailed design, the project expense is now substantially
higher making the decision to redirect or cancel much more difficult and less likely. In such cases, the
risk reduction that could have been achieved by holding an earlier gate review could vastly outweigh the
benefits of a more detailed financial justification which is dependant on many areas of inherent
uncertainty (market size, market growth, market share, cost of goods, etc). Avoiding these pitfalls can be
difficult for many management teams since this approach may require them to think differently. For this
reason, it is recommended that a process expert play the role of facilitator to help guide the managers to
manage risk effectively under the structure of the process, until the organization has mastered the
process.

Gate Review Ground Rules

Here are some recommended ground rules for the Gate Review process:

1. Teams must present on the scheduled date. If they have not satisfied all of the gate criteria, they
must still present an assessment of where they are, declare the gaps and recommend a repeat of the
gate review when they expect to be ready. The repeat gate can cover incremental information
gathered since the update meeting.

2. Gatekeepers must hold the meeting & be there. Postponed or cancelled meetings are not an
option. If a gatekeeper cannot be on site for the meeting then he/she should either conference in
remotely or send a qualified and informed representative. If a gatekeeper does neither, their vote is

yes”.

3. Gatekeepers must have received, read & prepared for the meeting. Gatekeepers must contact
the gate facilitator or team if they know of show-stoppers. Avoid “last minute reading” at the meeting.

4. Gatekeepers cannot request information beyond that specified in the deliverables.
5. Gatekeepers must make their decision based on the criteria for that gate.

6. Gatekeepers must be disciplined. There should be no hidden agendas nor invisible criteria.
Decisions based on facts and criteria — not emotion & gut feel.

7. All projects must be treated fairly & consistently. They must pass through the gate — no special
treatment for executive sponsored or “pet” projects. All projects should be subjected to the same
criteria & same rigor.
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8. A decision must be made promptly. . If deliverables are there, the decision should be made that

day. Do not defer the decision. A decision is only deferred if deliverables are not there or not

complete.

9. The Project Team must be informed of the gate decision. They should be informed immediately
and preferably face-to-face so that they can take the designated action without delay.

Gate Review Agenda

To be effective the gate review agenda should include the following:

1.

Purpose of the gate (facilitator). The gate facilitator (process expert) identifies the gate and
reminds the team of a) the focus and expectations of that gate within the process, b) attendees
roles and the decision making process including possible outcomes, c) review agenda and time
allocated for the review.

Project charter (project manager). Review the current definition of the project charter.

Summary of project status against gate criteria (project team). The project manager and key
team members present a summary of project data as needed to demonstrate that the criteria
outlined in Table 2 have been met, including justification for items not addressed or incomplete.
This should be a cross functional, team presentation, not just the project manager.

Project team recommendation (project manager). The project manager states the team’s
recommendation for the gate outcome (kill the project, proceed to the next phase, perform
additional work in current phase and repeat the gate). If the recommendation is to proceed, the
PM presents a high level plan to complete the project. In addition, the PM would summarize the
detailed plan for completing the next phase, identifying key tasks to be completed with owners,
and required resources/funding.

Scoring. The gatekeepers score the project using the scoring worksheet (early gates).

Gate decision and feedback. Gatekeepers ask any remaining questions, discuss key issues
and make the decision (kill, proceed, on-hold, redirect). If additional consideration is required on
resource availability, the announcement of the decision may be postponed for up to one business
day. In either case, the gatekeepers explain the reasoning for their decision and provide feedback
to the team on a) their effectiveness in managing the project and b) the information presented
within the gate review.
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