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Abstract

Knowing the tipping point of the product life cyatarve is of strategic importance for
long term sustainable revenue growth. In particB2B sales forces, handling complex
sales, could be the first to identify this tippiagint. However, despite intensive forecast
activities, sales leaders, in practice, do notatdtes point. A simple qualitative method
will be presented how sales leaders can be thddiidetect the tipping point of the
product life cycle and thus significantly incrediseir strategic relevance within their
respective enterprises.
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The Challenge

It is well known that the growth relevant part ghrduct life cycle curve, plotting
revenue evolution over time, takes the form of &dudve. Providing sustainable long
term growth requires thus a chaining of such S-€siror optimal sustainable revenue

growth, S-Curves have to be chained at their tigpoint.

© 2010 Christian Maurer, all rights reserved Patef 7



One should expect that the sales function withiererprise, due to its proximity to the
customers, should be best positioned to detectipsg point. Yet in day to day sales
management practice, the tipping point of the pebtite cycle curve goes undetected;
although particularly B2B sales forces handling ptar sales situations in publicly
guoted corporations spend a considerable pareaftime on revenue forecasting. (Own
observations of forecasting processes in largeczatipns showed that sales people and

their leaders spent up to 20% of their workweekaracasting).

The Classical Product Life Cycle Representation
The product life cycle curve is a well known concépg 1 shows the version presented

by Theodore Levitt [Levitt 196h
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Fig 1. Product Life Cycle —Entire Industry
Source: “Exploit the Product Life Cycle” by Theoddrevitt, Harvard Business Revue
November-December 1965, Reprint No. 65608
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Ignoring the decline stage, the product life cyetpressed as a revenue growth curve,

can be approximated as an S-Curve.
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Fig 2 S-Curve
There are several formulas to describe the S-Clilve.above graph was obtained by

using:
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which can easily be recognized as the standardalafistribution function. We know
that:
® (0) = 0.5
[Mosler 2004]
is the tipping point .
It is obvious that S-Curves should be chainediatghint to insure long term sustainable
revenue growth. However, short term revenue fotewapractices will never produce an

alert for this point as no immediate decline inenewe growth is in sight. Alerts can be
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expected at best well in the maturity phase, maoHdte to assure long term sustainable

growth.

While it is straight forward to explain the phaséshe product life cycle in retrospective,
this form of plotting revenue evolution over timeses a considerable challenge to detect
the tipping point in a forward looking manner.
Possible indicators for the tipping point could be:

» Half the expected total product life (relevangtowth) is reached

» Half of the expected cumulated sales for the prodtereached
The accuracy of the tipping point, found by thes#huds, is though strongly dependent

on how realistic the initial expectations are.

Thelnnovation Adoption Curve

Using Everett Rogers’ model of categories of inniwemess [Rogers 1995] based on
research carried out already in the 1960s, allewar alternative view of the product
life cycle. Instead of tracking the evolution ofeaue over time, this model tracks the

categories of customers differentiated by theitwate to innovation.
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Fig. 3 Categories of Innovativeness
Source: E.M. Rogers “Diffusion of Innovations” 4dition (New York: The Free Press
1995)
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There is a mathematical relation between the S€asvexpressed above and the bell
curve of Rogers’s model. The bell curve is thedgive of the S-Curve and can thus be

expressed as:

1

¢ (u) = o1 =

A u2

This representation makes the tipping point graghicery evident. The accuracy of a
possible quantitative way of identification of ttigping point in this representation

depends on how well the total number of expectatiocners can be estimated.

This representation allows though for a simple gai@te forward looking way of finding
the tipping point. At the tipping point, we havelaase shift from the early majority to
the late majority. Geoffrey Moore [Moore 1995], avhas adapted Rogers’ model to
explain the behavior of high tech markets, suggistisvalue disciplines need to be
adapted to the categories of innovativeness witlerproduct life cycle. The change of
the value discipline might thus be a criterion ¢éoused to detect the tipping point.
However, the choice of the value discipline notyatgépends on the position in the life

cycle, but also on the competitive position of tegpective suppliers.

Good salespeople will though find that independéhe competitive position, prospects

belonging to the early majority have a differenttivation for buying than people in the
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late majority (see Table 1). It is therefore pragmbso use this shift in buying motivation

as a qualitative indicator of the tipping pointtleé product life cycle.

Category L ook for Seevaluein

Early Majority Solving problems in | Expertise solving similar
evolutionary way problems

Late Majority Not to be left behind Security, guaranties

Table 1 Different Value Perceptions

Conclusion

By using the innovation adoption bell curve to kréfee product life cycle, sales leaders
are best positioned to detect this shift in buymgfivation. They need just to ask one key
guestion to their teams:” Do you observe a chandriying motivation with your
prospects?” If this question is asked with the $@dquency as new forecasts are
required, the tipping point can be found very aately independently of initial
guantitative estimates. Yet for sales leadersaud asking this question, changes in how
the sales function is viewed within the enterpase needed (not just a tactical marketing

instrument).

Leadership also has to recognize and to acceptitbaipping point in the product life
cycle curve leads to actions being taken earlian the current revenue growth outlooks
would suggest; a challenge particularly for corgiores with heavy emphasis on short
term revenue growth.

It will take people who can follow Andrew. S Groseldvice, given in the title of his

book [Grove 1999]: “Only the Paranoid Survivegnd declare the transition from early
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to late majority as a crisis point requiring urgaation and thus insure log term

sustainable revenue growth.
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