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ABSTRACT

This paper studies the product life cycle as a tool in marketing planning with

reference to a selected organisation and related industry in Northern Cyprus.

The purpose of the study is to explore the underlying theory with the objective of

establishing what the use and practical value of the product life cycle theory is in

marketing planning decision.

The main focus is to test the applicability of the product life cycle concept with

Kotler's assumptions on th, identified marketing characteristics, described

marketing objectives and proposed marketing mix strategies.

This study was undertaken mainly to observe th, existence of the product life

cycle concept in practice and its effect on company strategies.

It is universally accepted that all products or services $O though a µfe cycle of

four stages introduction, growth. maturity, and decline. Depending on the nature

of the particular product and its market, the life cycle can be of short or long

duration. Similarly, different products will have different levels of sales.

Nevertheless, al,lowing for these differences in 'width' and 'height', product life

cycle curves all have a remarkably similar consistent shape. It is because of this

consistency of the life...cycle curve that it makes it such a powerful tool öf strategic

marketing planning.

•
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1.0 INTRODUCTION

1.1. Marketing Strategy and the product life cycle

Many -industries are facing increasing magnitudes and rates of change in their

environments. These changes are rapidly altering the context in which marketing

strategies are planned and carried out and the information and tools that marketer's

have at their disposal.

The product life cycle concept is an extremely valuable tool in helping marketing

management look into the future and better anticipate what changes will need to

be made in strategic marketing programmes (Larreche at al; 2002: il6).

According to Kotler (1997: 37), today's organisations are facing their toughest

competition ever and organisations should strive- to retain customers by
'outperforming their competitors. To outperform the competition, organisations

need a decision-making tool to assist with their strategic planning such as the

product life cycle concept.

The product life cycle concept allows marketing managers to plan for forecasting

and strategic planning to manage their product and/or services through the various

phases of their product life cycles. The purpose of the concept is to establish in

which phase of its life cycle an organisation's product is and then to select the

strategy best fitting the sales, cost, profit, competitor and customer conditionst,in

that phase. The produot life cycle concept is a valuable tool available to

organisations and management.

•• •
•
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1.2. The Purpose of the Study

The purpose of the study is to explore the underlying theory of the product life

cycle theory with the objective of establishing what the use and practical value of

the product life cycle theory is in making marketing planning decision. This paper

will explore the product life cycle theory as a tool in marketing planning with

reference to a selected organisation and related industry in Northern Cyprus.

1.3 Research Objectives

• To explore the theçry and the criticism of the product life cycle tool as an aid

to strategic marketing planning

• To test the apı;,licability of the product life cycle theory in a selected industry

and a particular product in Northern Cyprus.

~ To investigate the ability of organisations to link marketing strategies with

phases of the product life cycle theory according to the theory.
I 

• To identify, if any, marketing objectives that organisations devise for their

products in each phase of the product life cycle. •
1.4 Importance of this Study

.. Theories are better understood when tested .• in practice for theil applicability. The

product life cycle concept has been a dominant future of marketing teaching. It is

important to test its use and limitations in the çurrent dynamic business

environment. This study will make a contribution to the application with respe~t

to marketing theory in general and the product life cycle concept theory in

particular.
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2.0 RESEARCH METHODOı,OGY

This study plans to carry out the following steps:

2.1 Carry out literature search to review the theory and criticismof the product life

cycle theory.

2.2 Conduct interviews and study secondary data in order to:

(a) Choose a product and define the market it serves and the industry it is in.

(b) Estimate the product's current point in the life-cyclecurve.

(c) Explain reasons for believingit is at this point.

(d) Offer predictions of the prospects for the selected product over the future.

(e) Compare the compatibilityof the selected company's marketing strategies

with that of the theory.

•..
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3.0 LITERATURE REVIEW

3.1 Introduction

All _productsand services have certain .life cycles. The product life cycle concept

represents a core element of marketing theory and has been so for the past 40

years. According to Kotler (2000: 234), Walker, Boyd and Larreche (1999t 146)

and Churchill and Peter (1998: 234) every product or services has, by definition, a

life cycle and how this is managed is the key survival in business.

The life cycle refers to the period to the period from the product's first launch into

the market until its final withdrawal and it is split up in phases. During this period,

significant changes are made in the way that the product is behaving into the

market i.e. its reflection in respect of sales to the company that introduced it into

the market. Since an increase in profits is the major goal of a company tp.~t

introduces a product into a market, the product's life cycle management is very

important. Some companies use strategic planrting and others follow the basic

rules of the different life cycle phases of the product life cycle. The understanding

of a product's, life cycle, can help a company to understand and realise when it is

time to introduce and withdraw a product from a market, its position in the

market, its position in the market compared to competitors, and the product' s

success or failure.

the product life cycle theory can be applied by marketers as a useful tool for

describing how products and markets work. However, using the product life cycle

for forecasting product performance or for developinft marketing strategies

presents some practical problems. Using the product life cycle concept to develop

marketing strategy can also be difficult because strategy is both a cause and a

result of the product life cycle (Kotler and Armstrong: 1993;270).

9



The product life cycle has represented a central element of marketing theory für

four decades, from its development in the 1950s, and its subsequent

popularisation in the 1960s. The product life cycle concept has remained a stable

feature of marketing teaching, despite evidence of its limitedapplicability.

3.2 JHE CONCEPT OF THE PROOUC'\' LIFE CYCLE

The product life cycle is a tool many marketers have traditionally used to

formulate marketing strategies for different products. The product life cycles

begins where the new product development process leaves off. New products, are

launched by companies in the hope that they will enjoy a long sweet life of

growing sales and profits, some do, but along the way many more meet all kinds

of problems that threaten to end the product's career prematurely. The various

stages in a product's life cycle call for constant reprogramhıing of strategies and

resources.

The product life cycle concept assumes that;

• Products have a limited life,
• Product sales pass through distinct stages, each posing different challenges,

'Opportunities,and problems to the seller,

• Profits rise and fall at-differentstages of the product life cycle,

• Products require differpnt marketing, financial,manufacturing, purchasing and

human resource in each stage of their life cycle.

•.. A product's sales position and profitability can be expected to change over time.

The product life cycle is an attempt to recognise distinct stages in the sales history

of the product. Corresponding to these stages are distinct opportunities and

problems with respect to marketing strategy and profit potential.

10



By identifying the stages, that a product is in or may be headed toward better

marketing plans can be formulated (Jack L. Goldstrucker: 1966; 46-88)

Most discussion of the product life eyde portrays the sales history of typical

products as illustrated figure 3.1. The profit curve in figure 3.1 shows profits as

almost non-existent in this stage because of the heavy expenses of prçduct

introduction. The designation of the points where these stages begin and end is

somewhat arbitrary. Usually, they are based on where the rate of sales growth or

decline tends to become pronounced. Not all products pass through the idealised

"S" shaped product life cycles shown in figure 3.1. Some products show a rapid

growth from the very beginning, thus skipping the slow sales start implied by the

introductory stage. Some other products, instead of going through a rapid growth

stage, go directly from introduction to maturity (Donald A. Taylor: 1969; 3$5-

400). Some products move from maturity to a second period of rapid growth,

Figµre 3.1: The Product Life CycleCurve
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The product life cycle concept can be used to analyse a product category; a

product form, a product or a brand (John E. Smallwood: 1973; 40-45);

• Product categories have the longest life cycles. Many product categories stay

in the mature st~e indefinitely and grow only at the population growth rate.

Some major product categories-typewriters, newspapers- seem to have entered

the decline stage of the product life cycle. Some others-fax machines, cellular

phones, bottled water-are clearly in the growth stage,

• Product forms; follow the standard product life cycles more faithfully,

• Products; follow either the standard product life cycle or one of several variant
I

shapes,
• Branded products; can have a short or long product life cycle. Although many

new brand die and early death some brand names have a very long product life

cycle and are used to name and launch new products.

Product life cycle concept has been used effectively in many industries

particularly for consumer durable (John E. Smallwood: 1973; 29-36). It can

provide a useful way of thinking about sales volume-overtime and the range and

consequences of strategic marketing alternatives. The Product Life Cycle concept

helps management to:

• Determine growth businesses they might enter,

• Assess risk when considering entering markets,

• Determine which businesses and products to support and which to drop,

• Determine timing of entering a market,

• Decide which products should be changed and altered,

• Decide upon product leadership,and followership strategies,

• Make production scheduling, :financingand pricing decision.

12



There are some generalisations that flows from consideration of the product life

cycle are;

• Cost per unit tehd to peak iı} the introduction stage,

• The least difficult time to increase m,arket share is late in the introduction

stage and during the rapid growth phase,

• Profits for the innovator peak in the growth stage,

• During maturity ~ major marketing objective is to maintainmarket share,

• As the product enters the late maturity phase, new product activities should be

emphasised,

~ Companies should reposition products and consolidate segments before

decline sets in.

4.0 PHASES OF THE PRODUCT LIFE CYCLE

4.1 Product Development Phaşe

..

Product development phase begins when a company finds and develops a new

product idea. This involves translating various pieces of information and

incorporating them into a new product. A product is usually undergoing several

changes involving a lot of money and time during development, before it is

exposed to target customers via test markets. Those products that survive the test

market are then introduced into real marketplace and the introduction phase of the

product begins. During the product development phase, sales are zero and

revenues are definitelynegative (PhilipKotler: 1976; 231}. •
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4.2 Introduction Phase

During this stage there are 'likelyto be only a few firms selling the new product.

They tend to put out limited version of the product, since the market is not ready

for product refinements. The firmsdirect their selling effort to those buyers who

are readiest to buy usually higher income groups. Prices tend to be on the high

side because;

• Cost are high due to relatively low output rates,

• Technologicalproblems in production may have not yet been fullymastered,

• High margins are required to support the heavy promotional expenditures,

which are necessary to achieve growth (PhilipKotler: 1976; 234).t

The heavy promotional expenditures, which are often at their highest ratio to sales

during this stage, occur not only because sales are small but more importantly

because of the need for a high level promotional effort to inform potential

consumers of the new unknown product, induce trial of the product and secure

distribution in retail outlets.

In launching a hew product, marketing management can set a high or a low level

for each marketing variable such as price, promotion, distribution and product

quality,

The marketing strategies inJhe introduction stage are;

High-profile-strategies;consist of launching the new product with,a high price and

a hi9h promotion level. The firm charges a high price in order to recover as much

gross profit per unit as possible. At the same time, it spends a lot on promotion to

convince the market of the product's merits even at the high-price level. The high
I

promotion serves to accelerate the rate ofmarket penetration.
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This strategy makes sense under the following assumption;

(a) A large part of the potential market is not aware of the product,

(b) Those who become aware of the product are eager to have it and pay asking

price,

(c) The firm faces potential competition and wants to build up brand preference.

Selective penetration strategies; consist of launching the new product with a high
I

price and low promotion. The purpose of the high price is to recover as much

gross profit per unit as possible; and the purpose of the low promotion is to keep

marketing expenses down. The combination is expected to skim a lot of profit

from the market.

This strategy makes sense under the followingassumptions;

(a) The market is relatively İimitedin size,

(b) Most of the market is aware of the product,
(c) Those who want the product are prepared to pay a high price,

(d) There is little threat ofpotential competition.

Pre-emptive penetration strategies; consist of launching the product with a low

price and heavy promotion. This strategy promises to bring about the fastest rate

of market penetration and the largest market share for the company. This strategy

makes sense under the followingassumptions;-
..

(a) The market is large in size,

(b) The market is relativelyunaware of the product,

(c) Most buyers are price-sensitive,

(d) There is strong potential competition,
(e) The company's unit manufacturing cost falls with the scale of production and

•

accumulated manufacturing experience.
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ı,ow-profile strate~; consist of launching the tıew product with a low price. and

low level of promotion. The low price will encourage the market's rapid

acceptance of the product; at the same time, the company keeps its promotion cost
\

down in order to realise more net profit. The company firmlybelieves that market

demand is highly price elastic but minimally promotion-elastic. This strategy

makes sense if;

(a) The market is large,

(b) The market is highlyaware of the product,

(c) The market is price-sensitive,
(d) There is some potential competition (PhilipKotler: 1976; 235).

The introduction stage sales start off slowly because the product is largely

unknown, and even as it becomes better known consumers are often reluctant to
II

change established buying habits. In addition, problems may arise .in

manufacturing operations, production capacity are generally limited, inadequate

distribution may exist and large marketing expenditures are required.

Critical factors in the introduction stage are product development, design and

adjustment, şales and distributor training, developing consumer awareness and

gaining high acceptance rates. New products also requite adequate financing to

support the necessary advertising, pers?nal selling, merchandising and other

promotional programs. Marketing expenses, <}S a percentage of sales can ~e

inordinately high and it ~ l!ıimportant to pay particular attention to both consumer

purchase rates and cost and revenue estimates. Price can be highest during this

stage because of the existence of high star-up costs. •..
The length of time a product remains in the introduction stage and its patte:rnof

sales during thiş, period depends primarily upon the new product's relative

advantages and the degree of consumer learning required using it.
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(Everett M. Rogers: 1962; 155). Other factors influencing the rate of sales and the

length of the introduction stage are;

(a) Lack of production capacity,

(b) Technical problems with the .product,

(c) Inadequate distribution,

(d) Customer reluctance to change buying habits.

However, an innovative posture is not without its problems; for innovators must

establish the primary the primary demand for a product. This generally entails

heavy promotional expenditures to make customers and distributors aware of the

new product and overcome their initial reluctance tq try it, Then, if a product

shows signs of potential profitability, competitors will enter the market and try to

erode the innovating firm's position.

4;3 Growth Phase

If the new product satisfies the market, safes will start çlimbing substantially.

Previous purchasers will continue their purchasing and new buyers will enter in

large numbers. The product attains sales momentum through favourable word of

mouth as well as distinctive steps taken by the firm.

In this sta'.ge, new competitors enter the market attracted by the promise of a large

market with opportunities (or large-scale production and profit. The firms begin to

add new product features and refinements to move into new parts of the mar-ket,

The increase in the number of competitors leads to a scramble for available.
• I

distribution outlets, hopefullyon an exclusivebasis.

More often than not, however, dealers tend to adopt a multibrand policy (Staud

and Taylor: 1970; 170-174).
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