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Introduction
In any given technology market, only one company will eventually dominate the space.
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This market leader, called the Marketplace Gorilla, will garner 50% of the market’s
revenue and 75% of its profits. Except for one or two other enterprises, most of the
other market participants will struggle to survive and will likely fail entirely. In this
winner-takes-all contest, the company that can hyper-scale and achieve a 40% market
share first, wins. Normally, the deciding the factor is whether the method of sales being
employed allows the seller to acquire dramatically more customers than its competitors
in the first 4-5 years.
Unfortunately, it is almost mathematically impossible for a company that is relying on a
direct or inside sales approach, to become a Marketplace Gorilla. These two sales
methodologies simply will not allow the seller to acquire enough customers in a
relatively short time period. As a result, the institutional investors behind the emerging
enterprise will find it difficult, if not impossible, to generate the necessary return on
their investment.
Unless the technology is a discontinuous innovation, in a market where there is an
established Marketplace Gorilla, there is very little that can be done and research shows
that the institutional investor should divest itself from the opportunity as early as
possible as the company’s valuation will likely begin to fall.
If a market leader has NOT been determined, then the seller has an opportunity to adopt
a new and more effective sales methodology. One approach is to build a high-velocity
sales assembly line to sell the product. This sales methodology will allow a B2B seller to
mass produce sales, close 9X as many customers than a traditional seller. If successful,
this change-over will allow the institutional investor to generate minimally acceptable
rate of return and perhaps even generate the 8-10X returns that they desire.
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The History of Marketplace Gorillas
For many years, leading marketing commentators have put forth the ideathat in any
technology space, the invisible hand of the market will ensure that one company will
eventually dominate the marketplace. This concept was first espoused in the early 1990s
by Jeff Tarter, a leading industry analyst and the editor in chief of the newsletter
SoftLetter. His views were built upon the writings of Jack Trout and Al Ries in the
bestselling book Positioning: The Battle for Your Mind. These authors believed that the
position of market leader was critically important as this enterprise would eventually get
twice the long-term revenue of the second place finisher and four times as much as the
third place competitor. Moreover, except for one or two competitors, they espoused that
“most me-too products fail to achieve reasonable sales goals” and will eventually fail.
They followed up on this general concept with their book The 22 Immutable Laws of
Marketing, in which they proposed that every market eventually “becomes a two-horse
race” and that the number one law of marketing was that it was critically important to
become the market leader!
Geoffrey Moore in his two best-selling books on technology marketing, called Crossing the
Chasm and Inside the Tornado, further expanded on this concept. He believed that the
battle to become the Marketplace Gorilla is a winner take all contest. The “losers” in the
market leadership battle are relegated to supporting roles. Specifically, the vendors who
are in second or maybe even third place, are known as a Chimpanzees. Chimpanzees are a
reasonable alternative to the Gorilla, but they are picked at a much lower rate. However,
they close enough sales to survive and even prosper if the market is big enough. At the
bottom of the barrel are the monkeys. These tend to be a small group of companies that
become low-cost providers of “me-too” or cloned product that service distinct niches of
the marketplace.
Since the Gorilla and the Chimpanzees continually encroach on the Monkey’s sphere of
influence, they are constantly beating back attacks that encroach on their rapidly
dwindling sphere of influence and as such are in a constant struggle to survive.
Unfortunately, the other market participants, which make of a majority of the companies
that have entered the space, most will eventually fail entirely.

As companies such as Intel, Apple, Facebook, Microsoft, Salesforce and others can attest, it
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is good to be the Marketplace Gorilla. Geoffery Moore postulated that the Gorilla will
obtain approximately 50% of the revenue and 75% of the profits from any given market.
Thus, it is imperative that the seller of any technology solution becomes the Gorilla
because this party gets all the bananas!
From these works, it became a truism among venture capitalists and entrepreneurs that
there can be only one Gorilla in any technology marketplace. A common idiom was that
that the leader in a space is more valuable than all the other companies combined. That
being said, up until recently, this concept had been borne primarily by observation but had
never been proven with actual data in an empirical, scientific manner.
In Play Bigger, a new book by Al Ramadan, Dave Peterson, and Kevin Maney, the authors
examine how technology companies dominate markets by becoming Category Killers—
which is another name for the Marketplace Gorilla. In a research report entitled Time to
Market Cap: The New Metric that Matters, they exhaustively researched whether a
technology market is a winner-take-all environment or one in which there is room for
several players to dominate. Specifically, the authors examined public and private data on
over 500,000 companies and 18,000 private investors that engaged in over 52,000 private
M&A deals or VC funding rounds in the technology space since 2000.
Their research proved the following points. First, technology companies are growing at a
faster pace than ever before. The result of this is that “money ﬂows to a few winners more
quickly, and away from losers equally as quickly.” Moreover, since categories now get
sorted out in a relatively short period of time (4-5 years), if the technology company
cannot find a way to appropriately scale during this time, it will forever lose its ability to
become the market leader and will likely experience shrinking valuations and slowed
growth. As a result, execution mistakes are extremely costly and that there is very little
time for a company to pivot to different strategies.

Second, their study showed that in this accelerated environment that only one company,
what they called the Category King will on average take more than 70 percent of the total
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available market cap in their space. This leaves very little room for the number two, three,
and four players. In fact, the study showed “a common phrase in technology, ‘There’s
room in this market for several players,’ seems to be utterly untrue. In this winner-take-all
environment, the data shows that “there’s room in any category for one super successful
player and a bunch of companies that wind up as category serfs, and those that just die.”

The Contest to Becoming the Market Leader
Based on the above, the Marketplace Gorilla or Category King, will not necessarily be the
company that was first to market, had the best product or even had the most innovative
technology. Instead, it is the first company that can hyper scale and achieve a 40% market
share. In other words, it is the enterprise that can sell the most stuff in the shortest
amount of time. With this in mind, the primary determinant in the contest to become the
market leader is what sales engine is used by emerging enterprise.
Unfortunately, it has been mathematically proven that a direct or inside sales seller will not
be able to acquire enough customers in a quick enough time period to become
Marketplace Gorillas. Their sales throughput and close rate is not high enough to scale and
dominate the competition. Therefore, unless the B2B seller tries a different approach, its
chances for failure rise substantially.
One approach that has been shown to work is for seller to build a high-velocity sales
assembly line. By using many of the same techniques that traditional manufacturers
employ, including labor specialization, repeatable best practices and specialized
technology, a seller can mass produce sales. In fact, a sales assembly line seller can double
its close rate of a traditional seller and experience a 6x increase in sales volume.
When taken together, this combination serves as a multiplier that will help the company to
project a sales footprint that is many times larger than their backward looking competitors
and allow them to acquire up to 8X as many customers. This powerful method of force
projection will serve as a catalyst that can propel the seller to become the Marketplace
Gorilla!
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The above research on the impact of market leadership should be strongly considered by
any institutional investor when making an investment into a technology concern.
Specifically, the professional should understand:
1.

An investor, who is considering making an investment in a company which
operates in a market space where there is already an established Marketplace
Gorilla, should give strong consideration to passing on the opportunity as the
company will almost never generate an acceptable compounded rate of return.
The only exception to this is where the company is marketing a discontinuous
innovation that could possible usurp the underlying market structure.

2.

An investor who is considering making an investment in a company which operates
in a market where the Marketplace Gorilla has NOT been established, but the
company under consideration is not acquiring nor has the ability to acquire a
relatively large percentage of the market each and every year, should give strong
consideration to passing on the opportunity. This is because the company will likely
not become the Marketplace Gorilla and as such it will almost never generate an
acceptable compounded rate of return.

3.

If an existing portfolio company operates in a market where there is an established
Marketplace Gorilla, the investor should divest his holdings at the earliest possible
point in time as it is very likely that the company’s valuation will to fall as the
market leader position becomes solidified. Unfortunately, this company will almost
never generate an acceptable compounded rate of return.

4.

If an existing portfolio company operates in a market where a Marketplace Gorilla
has not yet been established and the company is using a direct or inside sales
force, the investor should strongly consider divesting his holdings at the earliest
possible date. Using either of these sales methodologies almost mathematically
guarantees that the company will not become the market leader, it is likely that the
company’s valuation will begin to fall once a market leader is anointed.

5.

If an existing portfolio company operates in a market where a Marketplace Gorilla has
not yet been established, the investor has the opportunity to generate significant
outsized returns if the enterprise adopts a radically different method of sales that
allows the company to acquire 10% or more of the potential customers in a given
market per year. In this light, a high velocity sales assembly lines is a sales approach
that should be strongly considered.

