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The Corporate Life Cycle
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The determinants of the life cycle

The Length/Value of the Harvest (Mature phase)
1. Growth in overall market
2. Magnitude of competitive advantages 
3. Sustainability of competitive advantages 

Speed of Ascendancy
1. Growth in potential market
2. Ease of scaling up
3. Customer Inertia (Stickiness of 
existing product or service)

Failure Rate
1. Ease of entry into market
2. Easy Access to capital
3. Investment needs
4. Time lag to market

The Decline
1. Ease of entry ito market
2. Access to capital
3. Investment needs
4. Time lag to market

The Corporate Life Cycle: Drivers and Determinants

The End Game
1. Ease of liquidation
2. Value of salvageable assets
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Accounting and Financial Balance Sheets

Variant 1: You estimate the values of assets
Variant 2: You let the market estimate it for your
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An Early Stage Comparison - Twitter

Cash $550
PP&E $  62
Intangible assets $6
Goodwill $ 47

Debt (leases) $21
Preferred stock $835
Equity $202

Accounting Balance Sheet

Intrinsic Value Balance Sheet (post-IPO)

Cash $  1,616
Assets in place $        73
Growth assets $   9,631

Debt $     214
Equity $11,106

   

Market Price Balance Sheet (post-IPO)

Cash $    1,816
Assets in place $          73
Growth assets $   26,444

Debt $     214
Equity $28,119
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A More Mature Company: Ferrari
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The Bottom Line

¨ Accounting statements get less and less useful if you are looking 
earlier in the life cycle, since accountants have neither a history to 
record nor an operating business to describe.

¨ As companies age, balance sheets mean more but they also 
become more cluttered, since they carry the legacy of “accounting” 
fixes and choices. Meaningless assets start to populate the balance 
sheet and meaningless liabilities are often created to offset them.

¨ Balance sheet based valuation, which is what most accounting 
valuation is (and is at the core of much of value investing) is useless 
with young companies. It is most useful in mature companies 
without accounting clutter.

¨ Fair value accounting is destined for failure everywhere, because 
accountants cannot be imaginative and/or creative, but it will fail 
most spectacularly with young companies.
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The emphasis in corporate finance shifts..
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And so do the cash flows…
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In value, the emphasis shifts as well, from 
narrative to numbers…



11

Divergent Stories? Tesla Story Choices in 
2020
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As companies mature, their stories 
become bounded..
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And in decline, they can be depressing..
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The Evolution of Uncertainty
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Pricing and Value: Across the Life Cycle
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And the focus changes.... And so does the 
right CEO for the company
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Tech versus Non-tech life cycles

Tech firm life cycle Non-tech firm life cycle

Tech companies 
are able to climb 
the growth ladder 
faster because their 
growth requires 
less investment and 
their products are 
more likely to be 
accepted quickly by 
consumers.

Tech companies don't have long "mature" periods, where 
they get to live off the fat, because disruption is always 
around the corner.

Tech companies also 
have more precipitous 
declines from grace,  for 
the same reason that 
they climbed so fast, i.e, 
new companies rise 
faster to take their 
business.

Non-tech companies take longer 
to grow, partly because they 
need more investment to grow 
and partly because consumer 
inertia (attachment to existing 
products) is more deeply set.

 

Non-tech companies 
decline over long periods 
and may even find ways to 
live on as smaller, more 
focused versions of their 
original selves.

Non-tech companies get longer "mature " period, 
where they get to milk their cash cows. 



“Growing old is mandatory, Growing up is 
optional”


