Book Insights:
Double Digit Growth
By Curt Clinkinbeard

High ho, High ho, my business needs to grow! 
It’s a common theme for the average small business owner. Growing revenues and profits is one of the most important parts of moving a business forward. It is also the topic of Michael Treacy’s 2003 book, “Double Digit Growth: How Great Companies Achieve It – No Matter What,” and the subject of our book insights column this month. 

Double Digit Growth starts with a discussion of growth, why it is important, why it is difficult to achieve, and introduces what the author calls the five growth disciplines. These methods for growth serve as the organization for the book. Treacy suggests that a “growth portfolio” consisting of several of the growth disciplines is the best approach, similar to the diversifying effect of stock ownership achieved with mutual funds. 

The five growth disciplines discussed in this book include:

1. Customer Base Retention – keeping and growing existing customers

2. Market Share Gain – taking business from competitors

3. Market Positioning – moving to rapidly growing market segments

4. Adjacent Markets – move to markets near the ones you currently serve

5. New Business – totally new products to totally new customers

Treacy’s program looks at each of these five ways to grow and suggest using multiple strategies in what he calls a portfolio approach. The author’s research shows this is the most common ways that successful companies grow, rather than a radical transformation or anything dramatic that moves away from the company’s core business. 
The first discipline, Customer Base Retention, focuses on growing with your own customers. Obviously this means serving them well, retaining them, and finding ways to grow those customers. The author provides several specific strategies in this area, including increasing the “sticky” nature of your products or services, developing marketing leading customer value, improved employee training, and shaping the customers’ value criteria, among others. Often this approach is discussed in companies, but less commonly do firms develop very specific growth strategies based around customer retention. It is a good idea to build these into your portfolio. 

The second discipline, Market Share Gain, attempts to increase market penetration by taking customers and business away from other companies in the industry, your competitors. The author explains how this strategy can be positive, but has its pitfalls. The author suggests this discipline can be achieved with one of the following (a) operational excellence, (b) superior product quality, (c) greater customer intimacy, or (d) committing to greater customer value each year. 

The third discipline, Market Positioning, suggests that certain segments in the market will grow faster than others and that by placing an emphasis there, you put the company in a position to grow. Obviously one of the most important factors here is developing a monitoring system for the market to be able to identify and move with these developments before everyone does. It is important to beat the market and not just be “jumping on the bandwagon.” In many instances, it is wise to let others do the difficult and costly “pioneering” of the market, but to catch the wave of market growth. Thus, this discipline relies heavily on timing.
The fourth discipline, Adjacent Markets, suggests that there are customers near yours that you can expand to serve. The easiest illustration of this would be geography. If you are serving customers in Lawrence, a growth strategy would be to service customers in surrounding cities as well. This strategy is certainly not limited to geography. Look for any customer groups that are similar to yours (a similar industry or age group for instance) as a possibility to grow the business. 

The fifth discipline, New Business, is probably the riskiest. In the small company environment, treat the situation where you are taking new products into new markets as if it were a separate startup company. Not that this is not a viable option, particularly if you are using overhead items (equipment, etc) from your base business and utilizing them in the new venture, but it does have additional risks. 
In conclusion, this book provides an interesting look at taking a very strategic approach to growing the company and provides some great tools. My only complaint about “Double Digit Growth” is that most of the companies discussed are large ones, so the small business owner must “translate” the concepts from the large corporate setting down into their application in small companies. But overall, I think Treacy’s book is worthwhile and should generate ideas how you can grow your business. Check it out!

Curt Clinkinbeard is the Regional Director of the University of Kansas Small Business Development Center, which provides free and confidential business counseling to existing and prospective entrepreneurs, as well as low cost seminars. Curt can be reached at 785-843-8844 or curt@kusbdc.net.
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