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Main Idea

Anticipating the future of a business and taking
suitable action, particularly during times of rapidly changing
competitive business conditions, can be challenging. However,
business changes are not random and unpredictable - they actually
align with seasons along a well-defined pattern called ‘‘the
S-curve’’.

Once a business can forecast which season will be
next, actions can be taken to empower the corporation to
successfully adapt to the coming economic climate. Levels of
investment, research, innovation and the introduction of new
products can be timed using S-curves and the company’s position on
its S-curve.

Eliminating business uncertainty is achieved when
a company executes a successful business strategy – a strategy that
takes into account the economic conditions of the immediate future.
Companies which do so can prosper, irrespective of external
conditions.

1. The S-shaped pattern

Main Idea

The projected life cycle of consumer products and
the rate at which substitute products will gain market share is of
vital interest to any company or organization which wants to
definitively forecast future revenue streams.

Interestingly, the same life cycle patterns which
show up in natural, biological systems also holds true for business
markets and consumer products as well. This pattern – described as
an S-shape pattern – reflects the natural consequences of the life
cycle products go through. It also allows future demand and market
penetration levels to be forecast accurately.

Supporting Ideas

An S-shaped curve looks like this:
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Two interesting
points:


	The time frame is an important
consideration. If the time frame is relatively short, the new
product is considered to be revolutionary. A longer time frame, on
the other hand, leads to an evolutionary description for the
product.

	The growth cycle never stops halfway
through. Therefore, if the first half pattern develops, you can
accurately forecast the second half pattern as well.



The S-curve growth pattern has been shown to hold
in many commercial markets. There are a number of reasons:


	Rates of growth can be constrained by
limited resources during the rapid market penetration stages.

	The rapid growth stage is consistent with
the concept of market acceptance growing as more adapters
emerge.

	There is a consistent substitution pattern
as people change from older-generation products to next-generation
products.

	A uniform growth rate for new products is
unrealistic and unlikely to occur in business or in nature.



The third point, the market substitution effect,
leads to another naturally occurring pattern which is also
replicated in business markets:
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The market value of company 1 (whose product is
mature and nearing the end of its life cycle) is always transferred
to company 2 which is in the throes of introducing a new product.
This substitution – bet [...]
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