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Predicting the Future
Part 2/3: Inflection Points
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Key Learnings

* Most all organization perform forecasting by way of extrapolation

ex tra po 1a tion NOUN - the action of estimating or concluding something by assuming that
existing trends will continue or a current method will remain applicable

* Extrapolation produces poor predictions
* If actual data trends were all linear, extrapolation would be easy and accurate
* Inflection points in the real data are the complicating factors

* Inflection points are either often ignored or assumed to be unknowable

* Organizational inertia usually drives the “head in the sand” response to somewhat
obvious signals

* There is a way to know much of the “unknown”
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Obvious (in hindsight) Inflection Point Case Study

Dave Conley (along with 75 thousand

Gj'/ ; other Intel employees) contemplates

early retirement (Aug '00)

Dave Conley
thinks he’s really smart

Dave Conley
cashes in stock to buy a
brand spanking-new 1999
GMC Suburban 2500
4X4 w/ F & R posi-track

Dave Conley

Dave Conley Loves his job

Hired (Dec '95) w/ stock
options and quarterly
stock purchase matching "IIM

1991 2000 2009
Intel Corp — INTC (stock price)

& RECONVERGE

80

40

Vol



Obvious (in hindsight) Inflection Point Case Study

Dave Conley, Scooby-

Do and 75 thousand

Intel employees say
“Ruh Roh!”
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Dave Conley |
thinks the o
/nightmare is over

Dave Conley
Dave Conley accepts his new
Can’t believe the station in life

==, depth of the crash é
/
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Obvious (in hindsight) Inflection Point Case Study

Dave Conley
/‘Jf All remaining stock intentionally
@Bﬁ options (not leaves Intel to 80
underwater) are consult full-time

bought out, by
force, for pennies
on the dollar

Dave Conley survives
five corporate-wide
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Obvious (in hindsight) Inflection Point Case Study

What happened here?

\ By late 1999 it was clear to the 80
Sub-S1K PC / market that Intel could not respond

released with

AMD
motherboard 40
and processor
(1998)
\ Y ) 0
It actually Compounding the problem was that the inability
happened here to respond to the sub-S1K PC market spilled over

into lower-end laptops and mobile systems
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Obvious (in hindsight) Inflection Point Case Study

Was this inflection point knowable?
/ 80
Sub-S1K PC
released with
AMD
motherboard 40
and processor
(1998)
0
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Obvious (in hindsight) Inflection Point Case Study

At any point in the life of
a product (throughout
the S-Curve), any point on

the 45 degree axis of
value vs. cost is

acceptable by the market

& RECON\/ERGE®
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Obvious (in hindsight) Inflection Point Case Study

At any point in the life of
a product (throughout
the S-Curve), any point on
the 45 degree axis of
value vs. cost is
acceptable by the market

System Value
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Was this inflection point knowable?

AMD'’s (and other’s) Military / Space
“inferior” products were

cheaper to produce ndustrial
though still satisfied a Entry level
huge part of the market industrial

Intel and AMD had been
Commercial in a race to the top for
years out pacing general

Entry level .
. consumer needs in
commercial )
computing power even
Consumer
before 1998.
Entry level
consumer

Toy

System Cost
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Obvious (in hindsight) Inflection Point Case Study

Intel’s products (while by far the best on the market) were over powered and thus
used too much energy (battery life issue for laptop and mobile) and produced too
much heat (portability issue for laptop and mobile).

Strangely enough, Intel, though closing
the laptop gap, has still not closed the
mobile gap, but is recovering by ruling

the server market (required to support
| mobile platforms). "l
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Inflection Point Exercise

Locate your product(s) or service(s) on the 45
degree axis of a value vs. cost graph

What new markets might you enter by moving your
product or service up or down the 45 degree axis?

[s it possible for competitors to make an offering at
a different point along the 45 degree axis?

If so what might that look and how might you
respond?

Short Discussion / Sharing
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Except in rare circumstances, isn’t it next to impossible
to have visibility to future inflection points?

[sshhh... it'sa secref!J
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