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creating profitable growth 139-141
difficulty of achieving integration
138-139
high costs and loss of flexibility
137-138
opportunities for new learning
140
paying too high a premium 137-138
potential costs and benefits 127-128
potential risks 137-139
requirements for successful
integration 140-141
suitability as a method of growth
136
“unnatural” growth 136, 139
Apple Computer 172-173

bisociation to facilitate innovation
134
business logic 273-274, 275, 277-279

cascading models see profit
chain-of-effects models

chain-link models see profit
chain-of-effects models

Cisco Systems 140-141

coercive isomorphism 248

competency traps 214-215, 218,
235-236, 244-245

complexity theory, self-organizing
systems 180-181

Convergent Technologies 173-174

core rigidities 214-215, 218, 235-236

corporate ventures see internal
corporate ventures

Covisint 173-174

critical process measurement 10, 14

customer centeredness, as means of
organic growth 10, 14-15

customer loyalty programs 192-194

customer management effort, link with
profitability 192-193 see also
profit chain-of-effects models

customer profitability see profit
chain-of-effects models

customer satisfaction programs
192-193

DaimlerChrysler 138-139, 173-174

delivery logic 273-274, 275-279

Dell Inc. 133-134

diminishing returns situation 216

dotcom era businesses 173-174, 181,
189

DuPont 165-166

dynamic capabilities 215

dynamic core competencies 215

earnings
evaluation of different types
103-104
evaluation of the quality of
104-107, 108, 109
identification of true organic growth
105-107, 108, 109
lessons from financial scandals
103-104
ways companies can create them
103-104
earnings evaluation
Merrill Lynch Quality of Earnings
Report 104-107, 109
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earnings (cont.)
Organic Growth Index 105-107,
108, 109
Standard & Poors’ Core Earnings
Test 104-107, 109
Stern Stewart EVA computation
104-107, 109
earnings management techniques
103-104
efficiency, as means of organic growth
10, 13
employee ownership, role in organic
growth 10, 14
entrepreneurship
growth strategies 124-127
internal corporate ventures 173-174
opportunity-seeking actions
124-126, 128-129
see also strategic entrepreneurship
Epson 178-179
Evergreen Research Program (single
large-scale study of growth)
86
442 formula for business success
88-89
aggregation of issues data to grand
level 94
basic findings (what really works)
88-89
causes of problems in earlier
research 86-88
company performance designations
88-89
consistent moves and themes
analysis 93
early moves and corrections analysis
93
fact book coding 91, 92
foundation practices 88-89, 95-99,
101
four firm types 88-89, 95-97
growth as a secondary
(complementary) practice 88-89,
101
growth in relation to strategic
position 90-91, 98, 99-101
growth in the context of foundation
practices 101
growth patterns among the four firm
types 98, 99-101
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indicators for return to shareholders
88-89
Issues Analysis© 92-93
later moves and positioning analysis
93
methodology 91-95
normalized practice space 95-99
performance related to foundation
practices 97-99
practices which differentiate
performance 88-89
relevance of growth as a
performance criterion 90
relevance of growth as an objective
89-90, 101
relevance of growth in economic
success 90
secondary practices 88-89
sequence comparison analyses 91,
94-99
size and scope of study 88
strategic position as context for
growth 98, 99-101
what really works (basic findings)
88-89
execution and replication (replicution)
model for organic growth
274-279
exploitation (of the past) 214-215
growth of existing competencies
124-126
through inter-firm collaboration
248-251
exploration (for the future) 214-215
as a byproduct of exploitation
211-212, 238
growth from new competencies for
the future 124-126
through inter-firm collaboration
248-251

Ford 173-174
Forest Labs 130

General Electric 129, 153-154,
167-168,172-173

General Motors 173-174

geographic expansion, for organic
growth 10, 12

Google Inc. 124-126, 127-128
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growth opportunity identification 153-156,

and organizational size 127-128

and organizational structure
136-137

and profits 127-128

as a means to profitability 85-86

as an end in itself 85-86

discovering how to achieve it 85-86

entrepreneurial 124-127

from existing customers 192-193
see also profit chain-of-effects
models

fundamental questions for research
85-86

high rates in the 1990s 1

“hitting the growth wall” 17

in relation to strategic position
85-86, 90-91, 98, 99-101

leveraged 124-126

potential benefits to a firm 127-128

relevance as a performance criterion
90

relevance as an objective 89-90,
101

relevance in economic success 90

research directions 85-86

single large-scale study see Evergreen
Research Program

see also exploitation; exploration;
organic growth

growth initiatives

business planning for new projects
158-159, 160, 164

charter for a new business unit
161-162, 164

creating a growth mindset 150-153,
155

cross-business networking 162-163,
164

de-escalation of commitment to
failing projects 167-168

discovery driven planning for new
ventures 158-159, 160, 164

establishment of growth projects
157-159, 163, 164

initial location for a new venture
161-162, 164

managing disappointment 167-168

networking to develop growth
projects 162-163, 164

157

political pressures 165-166, 168

role of middle managers 148-149

skills of “pioneers” and “settlers”
164-165, 168

termination of unproductive projects
167-168

transition from project to grown-up
business 163-168

transitions in skills required
164-165, 168

growth plateaus see “hitting the

growth wall”

healthcare industry see MED (Siemens
Medical Solutions)
HeidelbergCement 172-173
“hitting the growth wall” 278,
279-280
MED 17
options for growth 172-173, 189
The Home Depot 52

IBM 163, 165-166, 167-168
IKEA 276-277
increasing returns situation 216
Incubators@Work! venture investment
club 181, 182-189
information see knowledge; knowledge
brokering; knowledge workers
Infosys (scalable structuration)
219-232
building human resources 221-222
Capability Maturity Model Level 5
processes 222-223
company history and growth
219-220, 221
continuity with change 221-222,
230-232
customer relations 223-224
decision rights distribution 228-229
dynamic capabilities 222-223
explicating knowledge 225
external and internal knowledge
interaction 223-224
external connections 223-224
harnessing distributed knowledge
224-225
intellectual assets 228
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Infosys (scalable structuration) (cont.)

intellectual engagement of
knowledge workers 228-229

iterative and incremental action
222-223

knowledge management (KM)
initiative 224-225, 226-228

knowledge repository 226-227

knowledge-sharing incentives
227-228

learnability criterion for recruitment
221-222

maturity level of Infosys processes
222-223

mentoring by top management
229-230

meritocratic culture 230-231

methodology for exercising
learnability 222-223

people aspect of knowledge
management 227-228

People Knowledge Map (PKM) 226

reliance on organic growth 219-220,
221

research and piloting new
technologies 223-224

reusing knowledge 226-227

scalability in continual
transformation 231-232

sharing and openness 230-231

sharing knowledge 226

strategic models 230

technology research 223-224

top management mentoring role
229-230

training and education for new
recruits 221-222

transformative change 230-231

innovation

and organizational structure
136-137

driver for organic growth 10, 12-13,
245

institutional constraints on 244-245

theoretical model for role of
organizations 271-273

through inter-firm collaboration
245-247

through recombination of
knowledge 245-247

Index

institutional constraints on innovation
244-245
overcome by inter-firm collaboration
248-251
institutional isomorphism,
organizational conformity 248
institutional theory 245, 247-248
inter-firm collaboration
as means to organic growth 245-247
balance between exploration and
exploitation 248-251
knowledge brokering 248-251
mechanism for organic growth
248-251
satellite radio example 251-261,
262, 265, 266, 267
significance for organic growth
267
to overcome institutional constraints
248-251
internal corporate ventures
advantages over independent
ventures 175
charter competition pressures
178-179
competitive pressures among
business units 178-179, 189
difference to corporate venture
capital 174-175
difference to R&D 174-175
difference to spinoffs 174-175
differences to start-up ventures
174-180
during the dotcom era 173-174
for organic growth 172-174
impact of domain restrictions
175-176,178, 189
internal political pressures 178-181,
189-190
July Systems (independent venture
repositioning) 175-177
limited ability to explore 179-180
management as part of a network
180-181, 189-190
repositioning capacity of
independent ventures 175-178
self-organizing systems approach
180-190
Singapore Technologies
(self-organizing systems) 181-189
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Valista/Network3635 (independent
venture repositioning) 177-178
isomorphism, pressures for
organizational conformity

248
July Systems 175-177

knowledge
as a strategic resource 211
both a process and a product
237-238
tacit or explicit 217, 233, 238
knowledge brokering
as a means to growth 248-251
connections and innovation 248-251
inter-firm collaboration 248-251
knowledge brokering (satellite radio
development)
mass-market legitimacy 256-257,
260-261, 262
rapid deployment 256, 257-258,
260-261, 262
recombinant innovation 256,
258-261, 262, 264
specialized markets 256, 258-261,
262, 264
stages 256-261, 262, 264
to look for innovation 255-256
knowledge domain linkage, through
inter-firm collaborations 245-247
knowledge-infused processes,
differences to mass production
practices 216
knowledge-infused resources
potential to yield increasing returns
211-212, 216
processes required to harness
215-216
properties 211-212
scalable structuration 211-212
self-expansion through deployment
215-216
knowledge resources
development through inter-firm
collaboration 248-251
harnessing 213-215
knowledge workers 215-216
achieving coordinated action
215-216
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capacity to identify useful purposes
215-216

challenges in scaling up structuration
217-219

discovery of emergent opportunities
232

learning by reflecting 233

learning through knowledge use 232

responsive nature 215-216

structuration at individual level
216-217

leadership, role in organic growth 10,
13
leveraged growth strategies 124-126

managerial capacity, emergence of
213-214
marketing, customer profitability
207-208 see also profit
chain-of-effects models
mass production practices, differences
to knowledge-infused processes
216
measurement of critical processes
role in organic growth 10, 14
SYSCO 74, 77-79
The Home Depot 64-65
UPS 44-45
mechanistic organizations 136-137
MED (Siemens Medical Solutions)
achievements in healthcare efficiency
32-33
acquisition of key components for
growth strategy 30-31
company background 17-21
consolidation of manufacturing
facilities 24-25
cost disadvantages compared to
competitors 22
customer focus 27-28
delivering innovative healthcare
solutions 27-28
FDA citation in 1995 over GMP
regulations 22-23
focus on integrated healthcare
solutions 28-31
healthcare industry challenges 21-22
healthcare IT systems and services
for 30-31
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MED (cont.)
“hitting the growth wall” 17
human resources initiatives 25
information-sharing initiative 25-26
innovation and process management
25-26
leadership quality improvement 25
new business opportunities 23-24,
28-31
objectives for profitable growth
defined 23-24
operational efficiency initiatives
23-24,25-28
partnerships with customers and
academia 27-28
process-driven organization 26
product innovation and growth
27-28
profitable growth results 28
recent profitable growth 18-21
recognition of the need for change
23-24
reduction in manufacturing capacity
24-25
reduction in workforce 24-25
restructuring of company’s resources
23-25
structural and administrative
changes 24-25
success factors 31-32
Top+ Program P3 (people, processes,
and products) 23-24, 25-28
Merrill Lynch Cash Realization Test
115-116
Merrill Lynch Quality of Earnings
Report 104-107, 109
middle managers
absorbing uncertainty in growth
projects 152, 155
adaptation and innovation capacity
reduced 150
business planning for new projects
158-159, 160, 164
charter negotiations 161-162, 164
de-escalation of commitment to
failing projects 167-168
disciplines for high-uncertainty
projects 151-153, 155
discovery driven planning for new
ventures 158-159, 160, 164

Index

establishment of growth projects
157-159, 163, 164

growth mindset creation 150-153,
155

growth opportunities always on the
agenda 153-154, 157

ideas screening criteria 154-156, 157

innovation and adaptation capacity
reduced 150

institutionalizing venturing 166-168

inventory of opportunities 154, 157

location for a new venture 161-162,
164

managing disappointment 167-168

managing political pressures
165-166, 168

managing portfolios of projects
152-153, 155

need for dual focus (expansion and
new ventures) 166—168

need for strategic and innovative
activity 149-150

networking to develop growth
projects 162-163, 164

new project’s relationship to existing
business 157, 161-162, 164

opportunity identification 153-156,
157

political pressures on growth
initiatives 165-166, 168

potential to bridge gaps between
networks 162-163, 164

resource acquisition errors 160

resource strategies for new projects
158-159, 160, 164

role in organic growth process
148-149, 168-169

skill-set required 150-153, 155

termination of unproductive projects
167-168

traditional implementation role 149

transition from project to grown-up
business 163-168

transitions in skills required in a new
venture 164-165, 168

mimetic isomorphism 248

networking, cross-business 162-163,
164
Nintendo 172-173
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Nokia 161-162, 165-166
normative isomorphism 248

opportunities
identification of 153-156, 157
organizations’ inability to recognize
244-245
“opportunity environment” of a
company 126-127
organic growth
case examples of successful
companies (overview) 2—4
central themes 10, 11-15
customer centeredness 10, 14-15
definition 103-104
developing a platform for 10, 11-12
difficulty of achieving 1-2, 147-148
earnings evaluation 103-107, 108,
109
earnings management techniques
103-104
efficiency and use of technology 10,
13
Forest Labs 130
geographic expansion 10, 12
identification of true organic growth
105-107, 108, 109
innovation-driven 10, 12-13, 245
institutional environments 247-251
inter-firm collaboration 245-247,
267
internal corporate ventures
172-174
key roles and processes 7-11
lessons learned from financial
scandals 103-104
logics necessary for 273-274, 275,
277-279
middle managers’ role 148-149
need for a theoretical model
271-273
organizational structures and
processes 10, 14
people and leadership 10, 13
rarity of growth without major
acquisitions 147-148
replicution (replication and
execution) model 274-279
rewards and employee ownership
10, 14
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role of business logic 273-274, 275,
277-279
role of delivery logic 273-274,
275-279
strategic entrepreneurship 128-129
technology use and efficiency 10, 13
see also exploitation; exploration;
growth
Organic Growth Index 105-107, 108,
109
final rankings 121, 122
mergers and acquisitions test
116-122
Merrill Lynch Cash Realization Test
115-116
methodology 109-120, 122
sales/accounts receivable test
114-115
sales and cash flow from operations
growth screens 110-113
screens to identify true organic
growth 107, 109-122
Standard & Poors’ Core Earnings
Test 113-114
Stern Stewart EVA/capital invested
screen 110, 117-120
organic growth model, replicution
(replication and execution) model
274-279
organic organizations 136-137
organizational capabilities
competency traps 214-215, 218,
235-236, 244-245
core rigidities 214-215, 218,
235-236
dynamic capabilities and core
competences 215
effects of institutional pressures
247-248
emergence of capabilities 213-214
emergence of knowledge workers
215-216
evolution through experiential
learning 215
exploitation (of the past) 124-126,
214-218, 248-251
exploration (for the future) 124-126,
211-212, 214-215, 238, 248-251
growth through inter-firm
collaboration 245-247
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inability to recognize opportunities
244-245
institutional constraints on
innovation 244-245
institutional isomorphism 248
traditional resource-based view
213-214
organizational routines 214-215
organizational size, and growth
127-128
organizational structure
influence on growth 10, 14, 136-137
institutional isomorphism 248
mechanistic 136-137
organic 136-137
organizational transformation 10, 11
organizations
as bundles of knowledge-infused
resources 215-216
as information-processing entities

213-214

path-dependent knowledge
accumulation 218, 235-236
people, role in organic growth 10, 13
performance culture, role in organic
growth 10, 14
platform for growth 10, 11-12
profit chain-of-effects models
antecedent interactions not
accounted for 196-197
customer loyalty and customer
profitability 193-194
customer satisfaction and customer
loyalty 194-195
customer-specific context not
accounted for 196
implied linkages to profitability
192-193
mistaken assumption of linear
relationships 195-196
pairwise analyses of variables
193-195
possible asymmetries between links
196
resource inputs and customer
profitability 194
underlying assumptions in doubt

193-195

Index

why simple approaches can fail
195-197
profit chain-of-effects models (business
marketing example) 197-199
chain-link model of customer
profitability 206-207
consumer and business markets 197,
199
correlations of important variables
201-202, 205
customer satisfaction results 200
customer-specific factors affecting
sales 207-208
data collection 199-200
descriptive analyses of results
200-202, 204, 206
operating profit levels for customers
200-201
price versus cost-to-serve analysis
204, 205-206
sales revenues from customers 200
situation-specific factors 200-202,
204, 206-208
profitability, link with customer
management effort 192-193
profits and growth 127-128

real options logic 132-133
replicution (replication and execution)
model for organic growth
274-279
alternative growth sequences 272,
280-281
challenge of replication 277-278,
281-282
challenge of sustained growth
278-279
directions for future research
282-283
growth processes 277-279
“hitting the growth wall” 278,
279-280
points where growth may be
impeded 278, 279-280
role of business logic 275, 277-279
role of delivery logic 275-279
resource-based view of organizational
capabilities 213-214
resources
as unrealized potential 211
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changing nature of 211-212,
215-216

different processes for inert and
knowledge-infused types 216

knowledge-infused 211-212,
215-216

link between inputs and
customer-level profits 192-193

rewards for employees, role in organic

growth 10, 14

Samsung 135
satellite radio (inter-firm collaboration)
251-261, 262, 265, 266, 267
FCC licensing of satellite radio
service 252
implications for organic growth
264-267
institutional pressures for and
against change 253-255
institutional pressures in the radio
industry 251-252
inter-firm collaboration in response
to pressures 255-256
knowledge brokering for innovation
255-261, 262, 264
mass-market legitimacy 256-257,
260-261, 262
pressure for change from the FCC
253-254
radio industry development 251-252
radio industry resistance to growth
and change 251-252
rapid deployment 256, 257-258,
260-261, 262
recombinant innovation stage 256,
258-261, 262, 264
resistance to change from the NAB
253,254-255
SIRIUS (formerly Satellite CD
Radio) 252
specialized markets 256, 258-261,
262,264
XM Satellite Radio (formerly
American Mobile Radio) 252
scalable structuration see also Infosys
(example)
central facilitation of knowledge
management 233-235
challenges of 232-237

293

competency traps and core rigidities
218,235-236
decision rights distribution 235-236
exploration as a byproduct of
exploitation 211-212, 238
increasing returns from knowledge
resources
integration of internal and external
knowledge 235-236
knowledge as both a process and a
product 237-238
knowledge as both tacit and explicit
217,233,238
knowledge explication 233
knowledge organization and use
co-evolution 233-235
knowledge-sharing incentives
217-218
knowledge-sharing mechanisms
233-235
learning by reflecting 233
mechanisms to induce structuration
233-235
organizational framework for
knowledge 218
path-dependent knowledge
accumulation 218, 235-236
processes leading to growth 237-238
processes that firms might use
212-213
processes used by Infosys
(discussion) 232-237 see also
Infosys
scaling up to organizational level .
217-219
strategic models and core values 236
structuration at individual level
216-217
structuration theory applied to
knowledge 216-217
self-organizing systems 180-190
service innovation, as means of organic
growth 10, 12-13
service—profit chain see profit
chain-of-effects models
Siemens Medical Solutions see MED
Singapore Technologies
(self-organizing systems) 181-189
SIRIUS (formerly Satellite CD Radio)
see satellite radio
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Sony 172-173,178-179
Standard & Poors’ Core Earnings Test
104-107, 109, 113-114
Stern Stewart EVA computation
104-107, 109, 110, 117-120
strategic (advantage-seeking) actions
128-129
for leveraged growth 124-126
strategic alignment for organic growth
5-6
strategic entrepreneurship 124-126
and organic growth 128-129
and sustainable, profitable growth
141
applied organic growth, Forest Labs
130
bisociation to facilitate innovation
134
creating value through acquisition
growth 139-141
creativity and innovation 134-136
entrepreneurial (opportunity-
seeking) actions 128-129
entrepreneurial alertness 131-132
entrepreneurial culture and
leadership 133
entrepreneurial mindset 130-131
importance of entrepreneurship
141
innovation as the engine for growth
134-136
limiting effect of anti-failure bias
132-133
mechanistic organizations 136-137
opportunity recognition 130-131
organic organizations 136-137
organizational requirements for
130-136
organizational structure and growth
136-137
real options logic 132-133
risks of growth through acquisitions
137-139
strategic (advantage-seeking) actions
128-129
strategic management of resources
133-134
“unnatural” growth through
acquisitions 136, 139
strategic options for growth 126-127

Index

strategic position, as context for
growth 98, 99-101
structuration see scalable structuration
SYSCO
acquisition strategy 81-82
annual sales growth 69
centralized back-of-the-house
operations 77-79
chain of growth 79-81
company background 69
continuous improvement initiatives
83-84
creation of stand-alone facilities
(“foldouts”) 82
culture 70-71
customer-centric mission 72-74
customer services 74, 75-77
employee ownership of stock 75-77
execution focus 70-71, 75-77
financial statistics 69
future growth opportunities 83-84
growth of the foodservice market 80
growth story 70
helping customers to succeed 72-74
high employee retention rates 75-77
history 71-72
incentive reward system 74, 77-79
influence of John FE. Baugh 71-72,
75-77
IT system for measurement and
process control 77-79
market share 69
measurement and reward systems
74,7779
operation in a good growth industry
80
operational excellence 83-84
performance-based culture 77-79
performance reporting 7879
quality assurance team 81
reward for performance 71-72
sales and marketing force 73
supplier quality assurance audits 81
SYSCO brand development 80-81

technology brokering 245-247
technology use
exploiting new opportunities
126-127
for organic growth 10, 13
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The Home Depot

centralized functions 62-63

communication with employees
58-61

competitor monitoring 65

customer experience focus 55-57

customer feedback 65

customer needs responsiveness
55-57

engaging the work force in change
58-61

enhancing the core 53-54

entrepreneurial spirit 61-64

entrepreneurship and anarchy
balance 61-64

execution as a driver for growth
54-67

execution standards 50-51

expanding the market 54-55

explosive growth phase 51-52

extending the business 54

four phases of growth 51-55

growth in the early start-up years 51

growth strategy execution 67-68

headquarters and field balance
61-64

history of growth and change 49-51

“hitting the wall” 52

impact on the home improvement
market 50

information flows 58-61

key drivers and linkages 64-65

learning to embrace change 67-68

lessons learned about execution
54-67

measure the things that matter 64-65

performance measurement 64—65

Strategic Operating and Resource
planning (SOAR) 53-55

sustained growth strategy 53-55

technology to increase management
efficiency 65-67

technology use for competitive
advantage 65-67

transition transformation phase
52-55

Thermo Electron 173-174

295

UPS (United Parcel Service) 135-136

accountability

acquisitions in organic growth
strategy 47

attention to detail 44-45

company background 35-38

constant incremental improvement
42-43,44-45

culture 41-45

current growth challenges 46-48

customer needs responsiveness
39-41

employee-centric culture 36-38

employee-centric policies and
ownership 43-44

employee tenure and low turnover
36-37

geographic expansion phase
38-39

influence of founder Jim Casey 35,
41-45, 47-48

innovation for the future 41

leaders’ duty of stewardship 41-42,
43-44

measurement mentality 44-45

organic growth initiatives 39-41

organic growth story 35, 37-41

promote-from-within policy 36-38

scale of global operation 35-36,
37-38

social and environmental standards
37-38

synchronized commerce services and
solutions 39-41

technology system to support
operations 37-38

vertical integration 35-36

Valista/Network365 177-178

venture investment club,
Incubators@Work! 181,
182-189

Wal-Mart 133-134

XM Satellite Radio (formerly American
Mobile Radio) see satellite radio
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