


Integrative growth strategies—growing within the
industry

Integrative growth strategies allow for the business owner to
increase the breadth of his business offering through acquisition
or strategic alliances.

* Get closer to the customer: Flooring manufacturers have
eliminated distribution and are selling retailers directly.

 Control your supplier: In the carpet industry many of the
carpet manufacturers have increased backward integration to
control their supply of raw materials. An example is Shaw's
acquisition of carpet backing and nylon fiber suppliers and
commitment to recycling carpet.

* Buy your competitor: Businesses may seek to increase their
leverage within an industry segment by combining competitive
businesses and consolidating the business footprint. Shaw'’s
acquisition of Queen Carpet in 1998 is an example.

» Utilize your business network: Networking strategies allow
smaller companies to compete with larger corporations by
combining the strengths of similar companies, each with its own
area of expertise, creating a value network of companies to
deliver superior products and services to the market. Flooring
retailers are joining buying groups such as CCA Global Partners,
Carpet One and Flooring America to improve their buying
leverage. Independent retailers may decide to align themselves
with Shaw or Mohawk for increased business support.

Diversification growth strategies—growing outside
the industry

Diversification growth strategies occur when business own-
ers expand outside their core products and services or industry.
Usually the business owner will exhaust all other growth strate-
gies before diversifying into unrelated business activities.

* Add complementary products or services—A flooring
retailer can add additional surfaces like wall covering.

* Acquire unrelated businesses—CCA Global Partners, par-
ent of Carpet One and Flooring America, has extended its busi-
ness model to include Lighting One and the Biking Solution.

International growth strategies—go global

With the value of the dollar versus major currencies, incor-
porating an international component to the business deserves
evaluation. Taking your business strengths and expanding to
other world markets offers many options for growth and dif-
ferent levels of risk.

* Exporting: Initially, many business owners respond to inter-
national inquiries for their products and services. This approach
allows the business owner to leverage its core competencies
and increase the retums on its business strategy. The downside
is the potential loss of control in the local markets.

* Licensing: The business is granted a fee for the right to use intel-
lectual property. Licensing offers the business owner the advantage
of low development costs and risks. Its risks include the lack of global
strategic coordination and the loss of control over the technology.

* Franchising: The franchisee pays the franchisor for the right
to practice the business model. Generally, the franchisee gets
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BUILDING A GROWTH STRATEGY

1. External Assessment Trends
« Understand changing customer attitudes
» Maintain your competitors pulse
« Anticipate market growth trends
* Evaluate your competitive strengths
. Develop a growth strategy
« Define the current situation and future goals
* Develop solutions throughout the organization
« |dentify major growth obijective to drive future performance
« Establish key actions and responsibilities
« Dedicate funding and top management support
. Recruit and train staff
« Assignment responsibility for the growth initiative
* Recruit staff experienced in growing businesses
e Train the existing staff to prepare them for the changes
and challenges
. Establish a growth culture
« Involve everyone in the development and implementation
of the growth plan
* Reward performance based on the achievement of inter-
mediate goals
« Reinforce calculated risk taking
. Utilize an advisory board
e Involve industry experts— customers, distributors,
consultants
¢ Involve them in the planning process

support service and operation expertise from the franchisor
in exchange for a royalty payment. The franchise approach
has relatively low development costs and risks for the busi-
ness owner. The business owner does lose control over global
strategic coordination and quality.

* Joint Ventures: This business strategy combines the busi-
ness knowledge and expertise of two or more business part-
ners. The business development costs and risks are shared. The
promise is to create a synergistic effect between the partners
to increase business performance and profitability. The risks
include combining different company
cultures to implement and execute the
business strategy. B
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