Product Lifecycle Blindness: The Hidden Cost
of Legacy Yacht Production

Why Successful Yacht Models Eventually Become Strategic Liabilities

Many yacht manufacturers take pride in longevity. A model that has been in production for ten, fifteen, or even twenty
years is often viewed as a success story — establishing brand recognition, generating significant revenue, and
becoming part of the shipyard's identity. Yet the same product that once drove growth can quietly become one of the

most expensive assets within the business.

The danger is not that the yacht stops selling. The danger is that it continues selling just enough to avoid scrutiny.

As a result, shipyards continue allocating production space, engineering support, procurement resources, inventory, and
labour capacity to products that have already passed the peak of their economic lifecycle. What appears to be a
profitable model often becomes a hidden constraint on future growth.



The Bell Curve Reality

Every yacht follows a product lifecycle. The challenge for management is that revenue often remains visible long after
strategic value begins to deteriorate.

1 2
Introduction Growth
New model enters the market with early adopter Sales accelerate, brand recognition builds, margins
interest strengthen

3 4
Maturity Decline
Revenue remains visible but strategic value begins to Competitive advantage lost, margins compressed,
erode cycles lengthen

A mature yacht may still attract buyers, but market dynamics have already changed. Competitors introduce newer
platforms. Customer expectations evolve. Technology advances. Interior trends shift. Production costs increase. Margins
compress. Sales cycles lengthen.

Most shipyards monitor sales performance but fail to monitor lifecycle position. Management reacts only after
demand has already declined — by which time market share has already been lost.



The Hidden Cost of Legacy Products

What You See

The direct cost of building the yacht — materials, labour,

and production overhead allocated to a familiar,

established model.
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Specialised Knowledge

Production teams must maintain expertise in
outdated processes and configurations that serve
a shrinking market.

Engineering Overhead

Teams support outdated drawings and
documentation, diverting capacity from future
product development.

What You Miss

The real cost is the opportunity lost by not deploying
those same resources toward the next generation of
market-leading products.

e Every square metre of production space allocated to a
declining model is unavailable for a future platform

e Every engineering hour spent maintaining obsolete
products is an hour not invested in innovation

Procurement Burden

Departments continue sourcing low-volume, aging
components at increasing cost and complexity.

l/\l Inventory Accumulation

Inventory levels increase to support aging
configurations, tying up working capital
unnecessarily.



Why Shipyards Often Miss the Warning Signs

Most manufacturers rely heavily on sales volume as the primary measure of product health. This creates a dangerous

blind spot. A yacht can maintain acceptable sales while simultaneously showing clear signs of strategic decline.
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Commercial Warning Signhs Operational & Financial Warning Signs
Increasing sales effort required to close contracts % Increased customisation requests from buyers
Growing discount levels across the range % Margin deterioration over consecutive periods
Longer customer decision cycles % Rising warranty costs and after-sales burden
Reduced enquiry conversion rates % Competitor products winning comparative

evaluations

Reduced repeat customer interest

Individually, these indicators may appear insignificant. Collectively, they often signal that the product has
already moved beyond its peak.



The Need for Lifecycle Audits

Leading manufacturers conduct periodic Product Lifecycle Audits. The purpose is not to determine whether a yacht
can still be sold — the purpose is to determine whether it should continue occupying strategic resources. The objective
is to establish an objective view of the yacht's future value rather than relying on historical success.
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A comprehensive audit evaluates commercial performance, operational efficiency, financial contribution, and strategic
relevance in equal measure — providing management with a complete picture rather than a partial view driven by sales
figures alone.



Trigger Mechanisms for New Product
Development

The most effective organisations do not wait for decline. They create trigger mechanisms that automatically initiate
product development activities before decline becomes visible in the numbers.

Market Share Reduction

Reduction beyond predefined thresholds triggers
immediate evaluation of successor product options.

Enquiry Conversion Decline

Falling conversion rates indicate that the product is
losing its ability to compete at the point of customer
decision.

Aging Product Architecture

Structural or technological obsolescence that cannot
be resolved through incremental updates.

Margin Erosion

Declining contribution margins over consecutive
periods signal that the product's economic lifecycle is
contracting.

Competitor Innovation Benchmarks

When competitors introduce platforms with materially
superior specifications, the trigger threshold is met.

Customisation Frequency

Increasing bespoke requests signal that the standard
product no longer meets evolving customer
expectations.

Development
Phase
Successor product

in design and
engineering

Launch Phase

New model enters
market; momentum
preserved

Maturity Phase

Current model

selling; triggers
active

When predefined triggers are activated, the organisation begins evaluating successor products — creating overlap
between the maturity phase of the current model and the development phase of its replacement. The transition
becomes proactive rather than reactive, and market momentum is preserved.



The Strategic Objective

The objective is not to eliminate successful products
prematurely. Nor is it to constantly replace yachts for the sake
of innovation. The objective is to ensure that manufacturing
resources remain aligned with future value creation.

The strongest shipyards understand that product portfolios
require the same discipline as investment portfolios.

Past performance does not guarantee future returns. A
yacht that generated substantial profits for a decade
deserves recognition. It does not automatically deserve
production capacity indefinitely.

The manufacturers that consistently maintain market leadership
are rarely those with the oldest products. They are the ones that
identify the peak of the curve before everyone else does. By
the time the market recognises decline, those shipyards have
already launched the next generation.

Portfolio Discipline

Treat the product range as a managed
investment portfolio — allocate resources to
future value, not historical sentiment.

Proactive Timing

Identify the peak of the lifecycle curve before
the market does — and act before necessity
forces the decision.

Market Leadership

Sustained leadership belongs to shipyards that
launch the next generation while competitors
are still defending the last one.



Final Thought

Decline rarely
arrives suddenly.

In manufacturing, decline arrives gradually — hidden behind familiar
sales figures and historical success. The shipyards that thrive over
decades are those willing to challenge their own assumptions, audit their
product portfolios objectively, and invest in replacement products before
necessity forces their hand.

The Wrong Question

Can this yacht still be built?

The Right Question

Is this yacht still the best use of the shipyard's resources?

(& The shipyards that consistently maintain market share are not
those that hold on to proven models the longest — they are
those that have the discipline and foresight to invest in what
comes next, before the market demands it of them.



