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The life cycle of an institution, as discussed in the attached file, is a concept that draws parallels 

between the life stages of an organism and the progression of a business. It highlights the phases 

of growth, maturity, and decline that an institution typically experiences. The file outlines four 

key stages:1 

1. Launch Phase (or Inception Phase): This phase represents the initial establishment of the 

institution. It's characterized by: 

 Essential Capital: The institution requires sufficient initial capital for its setup. 

 Liquidity: It needs ready funds to manage its operations. 

 Elevated Production Costs and Research: Investments in research and development 

are critical during this phase. 

 Risk Tolerance: The institution must be willing to absorb potential initial losses. 

 Long-Term Funding Sources: Securing long-term financing is crucial for survival. 

 Product Flexibility: Adaptability in product offerings is necessary to respond to market 

demands. 

2. Growth and Expansion Phase: This is a period of rapid development for the institution, 

marked by: 

 Brand Recognition: The institution establishes a brand identity. 

 Marketing and Promotion: It engages in active marketing and advertising. 

 Increased Demand: The demand for its products or services rises significantly. 

 Higher Sales: Sales figures experience substantial growth. 

 Cost Control: Efficient cost management is essential for profitability. 

 Seeking Efficiency: The institution focuses on optimizing its operations. 
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 Short-Term Funding: Access to short-term funding sources becomes important. 

3. Maturity and Stability Phase: This stage represents a period of stabilization and sustained 

success, characterized by: 

 Competitive Edge: The institution holds a strong position in the market. 

 Price Control: It has control over pricing strategies. 

 New Market Exploration: It seeks new markets and opportunities for further 

expansion. 

 Product Development: Continuous product innovation and improvement remain 

crucial. 

 Customer Loyalty: It cultivates strong relationships with its customers. 

 Addressing Deviations: It has the capacity to address potential performance issues or 

declines. 

4. Decline Phase: This phase signals a period of diminishing performance and market share, 

characterized by: 

 Cost Reduction Efforts: The institution seeks ways to minimize expenses. 

 Asset Disposal: It may dispose of non-essential assets. 

 Decreased Activities: It may reduce or discontinue certain operations. 

 Decreasing Sales: Sales figures decline significantly. 

 Creditor Demands: Creditors may seek repayment of outstanding debts. 

It is crucial to understand that not all institutions follow this predictable path. Some may fail 

early on, while others may achieve remarkable longevity. However, the life cycle model 

provides a useful framework for understanding the evolution of a business and its challenges at 

different stages. 

 


