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SECTION A / CONCEPTS FOR SITUATION ANALYSIS

A.15 Product Life Cycle

THE CONCEPT OF THE PRODUCT
LIFE CYCLE

The product life cycle is one of the most
often quoted and most frequently written
about concepts in marketing. It holds that
products go through a cycle of birth, life,
and death much as living organisms do. The
concept serves marketers as a useful guide
in designing product marketing strategies.

The Form of the Product Life Cycle. The
product life cycle traces the change in prod-
uct sales over time. In its classic form, shown
in Figure A.15-1, the cycle is divided into
four stages: introduction, growth, maturity,
and decline, each with different sales and
profit expectations.

B Introduction. During introduction, sales start at
zero and increase at a slow, but increasing
rate. Profits at this stage are likely to be nega-
tive because the heavy expenses of introduc-
tion are not immediately offset by sales.

B Growth. During growth, sales increase rapidly,
climbing initially at an increasing rate and
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FIGURE A.15-1

The Product Life Cycle with Sales/Profit Behavior

then at a decreasing rate. Growth is the period
of maximum profits. Sales are strong and com-
petition has not yet put downward pressure
on prices to narrow margins.

B Maturity. During maturity, sales grow to reach
their peak and then level out or decline.
Profits decline slowly in response to compet-
itive pressure. The maturity period may ex-
tend for many years.

8 Decline. During decline, both sales and profits
decrease until the product is withdrawn from
the market.

In utilizing the product life-cycle concept,
care must be taken in selecting an appropri-
ate level of aggregation. Product life cycles
can be defined for a product class (restau-
rants, for example), a product form (fast
food restaurants), or a particular brand
(McDonalds). Generally, the middle class,
product form, tends to be the most useful.
Product classes have such long product life
cycles that changes in stages are too far off
or too gradual to give strategic guidance.
Life cycles for brands are the opposite; they
are too volatile and too erratic to give guid-
ance. A related problem is deciding when a
new product introduction shoeuld be treated
as creating a new product life cycle rather
than continuing an existing one. Abell sug-
gests that a new life cycle is called for when
a distinguishable technology is applied to a
particular situation for a separate consumer
segment.'

Variations in the Product Life Cycle. In addi-
tion to the classical form described above,
variations in both the stages and the sales
curve of the product life cycle have been sug-
gested.

'Derek F. Abell, Defining the Business: The Starting Point
of Strategic Planning (Englewood Cliffs, N.J.: Prentice
Hall, 1980), p. 208.



Wasson proposes addition of a preintro-
duction development stage before introduc-
tion and divides the maturity phase into two
stages, competitive turbulence and saturated
maturity.? Enis, LaGarce, and Prell also di-
vide the maturity phase into two parts. They
term the first parl “maintenance’” in which
the markeler attempits to maintain market
stability for the product. The second part is
called “proliferation” because the product is
marketed in many different varieties to ap-
peal to additional market :«.‘.glncriis.‘ Buzzell
similarly divides maturity for some products
into two stages, the second being innovative
maturity during which faster growth product
varieties are added to the stable product
forms.*

Life-cycle researchers who have traced the
actual life cycles of products have found the
classical “S” curve with its slow initial
growth, accelerating growth, leveling, and
then decline, but they have also found other
life-cycle curves, Cox, in his study of pre-
scription drugs, found six different sales pat-
terns represented.” Of the six, the most fre-
quently rvepresented was the cyclelrecycle
curve and the second was the more classical
“§” form. These are shown in Figure A.15-2.
Schultz and Rao, in their study of household
durables, found the same six sales curves,
but half the cases showed the classical “S”-
shaped curve.’ Buzzell, who studied life
cycles of food products, found that most fit
the classical form, but found three different

!Chester R. Wasson, Dynamic Competitive Strategy and
Product Life Cycles (St. Charles, Ill: Challenge Books,
1974), pp. 2-9.

*Ben M. Enis, Raymond LaGarce, and Arthur E.
Prell, “Extending the Product Life Cycle,” Business Hori-
zons (June 1977), pp. 46-56.

‘Robert D. Buzzell, “Competitive Behavior and Prod-
uct Life Cycles,” in New Ideas for Successful Marketing, ed.
John S. Wright and Jac L. Goldstucker (Chicago: Ameri-
can Marketing Association, 1966), pp. 46-68.

SWilliam E. Cox, Jr., “Product Life Cycles as Market-
ing Models,” Journal of Business 40 (October 1967), pp.
375-84.

%Stanley R. Schultz and S. R. Rao, “Product Life
Cycles of Durable Goods for the Home,” Journal of the
Academy of Marketing Science 14 (Spring 1986), pp. 7-12.
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Alternate Product Life-Cycle Sales Curves

forms of sales behavior for mature products.
Some showed great stability in sales (“stable
maturity”), some showed steady growth dur-
ing maturity (“growth maturity”), and others
showed the innovative maturity described
above.” Levitt proposes a maturity phase that
shows a scallop pattern of periodic renewal,
also shown in Figure A.15-1, that is similar
to the innovative maturity idea.® Overall, it
appears that the classical “S§"-shape life cycle
is the most likely, but it is by no means guar-
anteed. Reasons for these variations will be-
come more apparent as we discuss the
causes of the product life cycle.

Causes of the Product Life Cycle. Two re-
lated factors underlie the product life cycle.
They are the process of new product adop-
tion (GLOSSARY entry A.12) and changes in
the competitive environment or competitive
market structure (GLOSSARY entry A.l).

A new product is usually introduced by a
single firm that enjoys a temporary monop-
oly. Since most consumers lack awareness of
the product and are reiuctant to accept the
risk of a new product, initial acceptance is
limited to the small innovator group. As the
introducing firm promotes its new product,
the product begins to attract a larger group
of early adopters and at the same time the
product’s success attracts competitive en-
tries each attempting to gain entry through

“Buzzell, “Competitive Behavior.”

8Theodore Levitt, “Exploit the Product Life Cycle,”
Harvard Business Review (November-December 1965),
pp. 81-94.



G-84

SECTION A / CONCEPTS FOR SITUATION ANALYSIS

FIGURE A.15-3
Competitive and New Product Adoption Changes by Life-Cycle Stage
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product improvement and differentiation.
The promotional efforts of competition ac-
celerate sales growth and the product moves
into the growth stage of the life cycle. The
growth stage sees a continued influx of new
competitors, an increase in promotional
pressure in the market, and introduction of
the product to additional consumers (the
early majority) through promotion and word
of mouth.

Later, with the influx of new competition
and as the addition of new consumers to the
market slows, the product’s sales growth rate
slows and the market enters maturity. Dur-
ing maturity, the market is largely depen-
dent upon repeat or replacement purchases
by existing customers rather than new cus-
tomers. With a large number of competitors
vying for a relatively fixed group of con-
sumers, competition in the market becomes
intense. Products become more homoge-
neous as successful product features are co-
pied and price competition becomes in-
tense. Competitors strive for market share to
gain sales volume and the experience curve
benefits of lower costs. Smaller competitors
with unfavorable cost structures are ac-
quired or driven out of business and the
market becomes more concentrated, moving
towards oligopoly. This may result in a more
stable market with competitive efforts fo-
cused on promotion of relatively minor
product differences and on distribution.
Most products stay in this maturity phase for
extended periods of time.

The decline stage comes about with a ma-
jor change in the competitive situation as a
new product, often backed by a new technol-
ogy, usurps the market of the mature prod-

uct and begins its own product life cycle.
The mature product is thrown into decline
as consumers abandon it in favor of the new
product. Competitive and new product
adoption changes by life cycle stage are sum-
marized in Figure A.15-3.

The variations in the product life-cycle
phases and sales curves described earlier can
be explained by these same two forces. The
competitive turbulence phase proposed by
Wasson reflects competitive efforts to gain
market share in a market with a declining
growth rate. Some call this the “squeeze out”
phase as many firms are forced to merge or
leave the market. The proliferation, innova-
tive maturity, and scalloped sales growth pat-
terns seen in late maturity are the result of
marketing strategy responses to a no-growth
market as competitors seek to reignite
growth and capture greater market share.

These nonclassical market growth pat-
terns demonstrate that the marketer should
not treat the product life cycle as an entirely
uncontrollable variable to which the product
must adjust. The product life cycle does not
represent a fixed and inevitable pattern, but
is in part caused by the marketing activities
of competitors. The marketing strategy
adopted by an individual competitor can
change the growth rate of the sales curve or
extend stages of the cycle. Cox, for example,
discovered that the cycle-recycle sales curve
found for ethical drugs resulted from use by
drug firms of a promotional “hypo” at the
end of the maturity phase in order to reig-
nite sales growth.’

%Cox, “Product Life Cycles as Marketing Models,” p.
383.



APPLICATION OF THE PRODUCT
LIFE CYCLE TO MARKETING
DECISION MAKING

Although the product life cycle has some
limited application as a forecasting tool, its
major use is in guiding the marketing strat-
egy of current and new products. Before ap-
plication to any of these decisions, it is nec-
essary to estimate the current life-cycle stage
of the product class or product form on
which the decision centers.

Identifying the Product Life-Cycle Stage. An
important part of the product life-cycle con-
cept is the idea that different stages of the
product life cycle call for different market-
ing strategies. Using the product life cycle in
this way requires knowing the stage in which
the product currently competes.

The product life-cycle stage can best be es-
timated by examining the pattern of product
class sales, profits, and competitive activity
and comparing the results to the expected
results by life-cycle stage as summarized in

Figures A.15-1 and A.15-3. For example, if

class sales for a product were found to be
experiencing  acceleraling  growth  with
profits at peak levels and competitors still
entering the market, this would indicate the
product was in the growth stage.

In practice, there are several difficulties
in identifying the product life cycle stage.'

W Indistinct Boundaries. The boundaries between
life-cycle stages that appear so distinct in hy-
pothetical examples are often difficult to iden-
tify in practice. The sales, profits, and compet-
itive measures may give erratic readings or
may be inconsistent with each other.

B Choice of Measure. Changes in sales and profits
that look like life-cycle changes may be caused
by other factors such as the general business
cycle, changes in population, changes in the
price level, or changes in levels of personal
consumption. Polli and Cook recommend us-
ing measures from which effects of popula-

WSee George S. Day, “The Product Life Cycle: Analy-
sis and Applications Issues,” Journal of Marketing 45 (Fall
1981), p. 64.
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tion, consumption level, and price level have
been removed."

B Life-Cycle Variations. As illustrated earlier, the
product life cycle does not always take the clas-
sical shape shown in Figure A.15-1. In examin-
ing sales and profit figures, the marketer
should be aware that actual cycles show erratic
rather than smooth growth, may have small
cycles within the longer-term cycle, may have
shapes with multiple tops during maturity, or
may have extended periods of no growth at
all.

A.15 PRODUCT LIFE CYCLE

The Product Life Cycle as a Forecasting
Tool. Although not one of its major applica-
tions, the product life cycle is sometimes
used as a sales forecasting tool (see GLOS
SARY entry A.16). In this use, a curve is fit to
historical sales figures for the product. Using
this curve, the current stage of the product
life cycle is estimated. The expected course
of the product life cycle is then used to pro-
ject future sales.

A related use of the life cycle is predicting
from early sales or test market results the
early life-cycle stages of a new product. The
models used to generate these forecasts and
to give early prediction of new product suc-
cess utilize the S-shaped product life-cycle
curve (see GLOSSARY entry C.18).

Application to Marketing Strategy Formula-
tion. The major application of the product
life cycle is as a guide to the formulation of
marketing strategy. This includes assistance
both in positioning and in the marketing
mix. How is the product life cycle applied?
Each stage of the product life cycle is be-
lieved to call for a different marketing strat-
egy to respond to the changed competitive
environment. If the marketer knows the cur-
rent life-cycle stage and, thus, the upcoming
life-cycle stage, it should then be possible to
predict and prepare the marketing strategy
changes that will be necessary for the prod-
uct. To use the life cycle in this way, it is nec-
essary to know what marketing strategy ele-

liRolando Polli and Victor Cook, “Validity of the
Product Life Cycle,” Journal of Business 42 (October
1969), p. 388.
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ments are appropriate at each stage. These
are presented below and summarized in Fig-
ure A.15-4.

8 Iniroduction. During the introductory stage, the
innovating firm, with no competition, posi-
tions the new product against the total market
rather than a single segment. The product s
unique to the market place, but there is usu
ally only one general purpose design. Promo-
tion focuses on developing primary demand
for the product sinee there are no competitors
with whom to share the market and only one
brand is available to consumers. Sales promo-
tion is frequently used to encourage con
sumers o sample the product and to offer in-
centive to the trade to stock the product.
During introduction strong emphasis must be
given to building the distribution channel and
establishing initial distribution. In an attempi
to recapture development costs, product price
during introduction may be higher than dur.
ing later, more competitive phases, However,
some marketers use penetration pricing dur
ing introduction o speed market develop-
ment, gain dominant market share in anticipa.
tion of experience curve effects, and dis
courage competitors from entering the mar-
ket (see GLOSSARY entry C.19).

B Growth. As the growth stage approaches, the
marketer must adjust the product marketing
strategy to anticipate more competitive condi-
tions. The follower products will usually enter
the market by segmenting, thereby attacking

SECTION A / CONCEPTS FOR SITUATION ANALYSIS

the weakness of the innovator’s generic prod-
uct and total market positioning. This creates
a dilemma for the innovator who may be re-
luctant to give up the total market to focus on
and defend a specific segment. Nonetheless, it
is usually the best strategy. During growth,
product differentiation and tailoring of prod-
ucts to the needs of particular segments are
essential to support entry into and defense of
segment positions. Downward  pressure on
prices will begin, but with products differenti-
ated and the market growing, it will not be se-
vere. Distribution efforts should focus on
gaining more intensive product availability
and on beginning to build channel loyalty.
With industrial selling, empbhasis is on techni-
cal assistance and service to respond to cus-
tomer unfamiliarity to build the account rela-
tionship. During the growth stage, promotion
shifts from building primary demand to build-
ing selective demand. Promotion begins to
stress the product differences and product ad-
vantages with greater focus on specific seg-
ments. Promotional budgets will be higher in
total, but lower as a percentage of sales.

Maturity. The maturity phase is dominated by
consolidating competition and the desire to
be among the survivors in the market. In order
to gain market share and the cost economies
that come with increased volume, marketers
often introduce multiple product varieties,
each directed to a different market segment.
Segments will have multiple entries and great
importance will be placed on effective posi-
tioning. Downward pressure on prices may be

FIGURE A.15-4

Marketing Strategy Elements by Stage of the Product Life Cycle

Stage Introduction Growth Maturity Decline
Target market Total market Segment Multiple seg- Stable
ments
Product Unique, generic  Improvements Minor differen- Little change
tiation, multiple
products
Price High Slightly lower Lower, compet-  Stable or up
itive
Distribution Establish chan- Increase inten- Maintain inten- Selective
nel sity sity
Promotion Primary de- Selective de- Product differ- Reminder ads,

mand, aware-
ness, high A/S,
sampling

mand, higher
ad $

ences, lower
AJS, sales pro-
motion dis-
counts

lower budget,
low sales pro-
motion




severe, with price wars a danger as larger firms
with cost advantages try to gain share at the
expense of smaller firms. Product differentia-
tion will be difficult to maintain as successful
features are quickly copied. However, contin-
ued efforts at product differentiation will be
important to provide a basis for promotion.
Advertising and sales promotion budget levels
will remain high in total, but continue to de-
cline as a percentage of sales. Advertising will
emphasize product differences even though
they tend to be minor. Sales promotion will
increasingly be used to provide discounts to
consumers and the trade without drawing
price retaliation from competitors. Industrial
sales will become increasingly dependent on
meeting competitive prices. Competition in
the channels of distribution will become in-
tense as the major brands each seek to main-
tain intensive distribution and increase repre-
sentation in key outlets in the face of a
nongrowing market.

B Decline. When a market begins to decline, sales
volume drops and competitors begin to exit
the market. In many cases, a strategy can be
developed to profitably milk a declining mar-
ket for many years. The still loyal customer
group needs to be identified so efforts can be
focused on them. Marketing costs need to be
cut wherever possible to maintain margins in
the face of shrinking volume. Product design
can be held stable and distribution costs cut as
product availability becomes more selective.
Promotion should be reduced. Low-level re-
minder advertising can be used to keep loyal
customers and the distribution channels
aware of the product. There should be little
need for sales promotion except, perhaps, to
hold distribution. Price should be held stable
or even raised if customer loyalty will permit.
This strategy can be maintained until the
product becomes unprofitable and is a candi-
date for product elimination or until a deci-
sion is made to reintroduce the product.

Special Strategic Considerations in Matu-
rity. It was noted earlier that the shape and
the duration of the product life cycle are in
part under the control of the marketer. At
every stage, the marketer should consider
what strategic moves will be necessary to
meet competition. During the early stages,
the marketer should concentrate on strate-
gies that will result in a large and secure po-
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sition during maturity, usually the longest
stage. During maturity, in addition to de-
fending market position, the marketer may
wish to shift attention to extending the life of
the cycle and reigniting growth when it slows.
Levitt suggests four “markei sireiching”
policies that the marketer might employ to
keep a product profitably alive.'?

A.15 PRODUCT LIFE CYCLE

B Promote more frequent usage of the product
among current users.

B Develop broader usage of the product among
current users.

m Expand the market by attracting new users to
the market.

B Find new uses for the product.

It is programs such as these that create the
product life-cycle variations described ear-
lier. Levitt reported that the market stretch-
ing policies described above result in the
scalloped maturity phase. Promotional hy-
pos just before decline were said to result in
the cycle-recycle curve and the new product
versions of Buzzell's innovative maturity re-
sulted in reignited growth.

Application to New Product Entry Decisions.
The product life cycle can be used to guide
new product decisions.

During strategic market planning, the
product life cycle plays an important role in
evaluating the product portfolio of a busi-
ness (see GLOSSARY entries A.19, A.20). The
need for new products arises as the business
attempts to balance the products in the cur-
rent portfolio that are in maturity and de-
cline with new product entries that can even-
tually replace them.

The product life cycle can also be used as
one criterion in evaluating new product con-
cepts during new product development (see
GLOSSARY entry C.17). New products that
would be introduced into a mature market
are less desirable than those that would en-
ter a growth stage market. Mature markets
face more entrenched competition, higher
barriers to entry, and lower growth poten-

I2L_evitt, “Exploit the Product Life Cycle,” pp. 87-94.
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tial. In growth markets, by contrast, con-
sumer loyalties are less settled, competitors
less entrenched, and much of the market
growth is still ahead. Even greater rewards
are available for the new product that usurps
an established market and starts a new prod-
uct life cycle.

The product life cycle can also be used to
guide the entry strategy for a new product
introduction (see GLOSSARY entry C.18). The
suggested marketing strategy elements out-
lined earlier for each life-cycle stage are also
useful to the new product marketer in un-
derstanding the competitive strategies that
the product will likely face and the strategy
that the new product will need to develop to
face them.
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