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 Editor’s Note: This is the second 
installment of an ongoing series 
surrounding what it takes to move  
from a relatively small, micro-business 
to a more robust, larger organization. 
Each article explores a different aspect  
of that journey.

In the February issue, I discussed 
the initial phases of making the 
transition from a business in its 

infancy to becoming a sustainable 
business. We discussed the challenges 
that are faced and the growing pains that 
are experienced by many businesses in 
that part of the growth curve.
 In this issue we will identify and 
help you better understand the six key 
organizational development tasks. 
This is particularly important when the 
organization is experiencing fast growth 
and doesn’t have the luxury of a well-
seasoned management team.
 It is critical that a strategic view of 
the situation begin to take shape, and then 
begin to harness the resources that can 
take the business through future phases. 
This process will involve:
 1. identifying a market niche;
 2. appropriately expanding the 
product and service mix; 
 3. acquiring or building additional 
resources; 
 4. developing and implementing 
a system of back office functions that 
support production; 
 5. developing and supporting the 
proper management systems; and
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 6. creating and maintaining a 
corporate culture that supports the current 
initiatives as well as future growth.
 One of the subjects we have written 
about in past issues is the need to become 
and then stay well known within a market 
niche. This means that the process of 
identifying and defining what that market 
niche or market segmentation strategy 
will be going forward is critical. The 
firm must look to stake out or capture a 
sustainable competitive advantage that 
will grow over time. If a firm particularly 
is fortunate, it selects an opportunity 
in an area that has little or no current 
competition. In some circumstances, it is 
a tremendous advantage to be the “first 

kid on the block” to do something. Not 
only can you potentially fly below the 
competition’s radar for a while, you can 
develop momentum from the public. If 
the “cost of entry” for competitors is high 
enough, you can discourage competition 
from coming onto the scene, until your 
firm starts to hit a capacity “pinch point.” 
There is an old expression from the oil 
and gas industry that says, “Until the first 
pipeline is full, someone can’t justify the 
high cost of building a second line that 
will also be running at less than capacity.” 
A cautionary tale must also be inserted 
here that speaks to changing market 
focus without adequate support from the 
customer base. Think of the number of 

        Professional Insurance Agents/May 2007       1www.pia.org

—Reprinted with permission from PIA.—



2         Professional Insurance Agents/May 2007                                              www.pia.org

firms that have over-expanded their lines 
of business or product lines and then are 
seen as abandoning their sweet spot in  
the market. By trying to become 
everything to everyone, they were seen  
as having lost focus.  
 The second area is expanding 
appropriately the product and service mix 
to meet that market niche. This challenge 
includes both the design of a product, 
usually thought to be the responsibility 
of the carriers, as well as the service 
delivery aspect. To be successful in this 
realm is dependent on effective strategic 
market planning. This can involve really 
understanding who your desired potential 
customers and prospects are, what needs 
and wants exist, how they like to buy or 
purchase the product or service under 
consideration, and what perceived value 
can be tapped into to create the offering.
 The third element involves acquiring 
or building the additional internal and 
external resources to adequately meet 
the expectations of that market niche. 
It is possible that a firm has identified 
the right market opportunities and built 
or packaged the right product for that 
line of business, and yet not be able to 
effectively compete in it. This shortfall 
may be caused by inadequate financial 
resources, either from a cash flow or 
capital point of view, or, inadequate 
production and support, in areas such 
as physical space and equipment, 
and/or people, whether they be staff 
or management. This requires careful 
balancing of the need to manage and 
invest in new people and equipment 
that can support the current demand 
levels, with the projected growth needs. 
As an example, when this doesn’t 
happen well, poor investment decisions 
in infrastructure will cause the firm to 
have to go into the market for additional 
physical space or equipment prematurely. 
Since this change usually negatively 
impacts the flow of the operation, 
this can be the equivalent of “buying 
something twice instead of buying it right 
the first time.” Where this gets tricky 
is that the firm must have the financial 
strength and cash flow resources to not 
get overextended during this period of 
underestimated rapid expansion.
 The fourth area of concern is 

developing and implementing a system 
of back office functions and systems 
that support day-to-day production. 
This area covers the aspects of 
accounting and payroll, advertising and 
marketing support, customer service, 
sales production, and human resources 
management that would show up as 
recruiting and training to be able to 
adequately execute the strategy.  Author 
Eric Flamholtz, Ph.D., described these 
operating systems as “organizational 
plumbing.” While it certainly isn’t a sexy 
area to talk about, inadequate “plumbing” 
can be a source of tremendous frustration 
for both internal staff as well as 
customers when either is trying to get 
answers quickly.
 The fifth area that must be touched 
on, especially in larger firms, is 
developing and supporting the proper 
management systems. These are the 
pillars that will be needed to support the 
business on a long-term basis. These 
are the traditional areas of planning, 
organizing, scheduling, budgeting, 
contingency planning, etc that provide 
management oversight and control. 
Developing a planning system as well 
as a management-development system 
typically would fall into this area. 
Included in this area are things like who 
reports to whom (organizational structure 
and chain of command), and how 
workflow is organized. This would also 
involve preparing the next generation of 
leaders and managers to run the business. 
As mentioned, the control aspects are 
also addressed in this area. This speaks 
to the need for processes to be in place 
for items such as budgeting, goal setting, 
reward systems, and performance 
appraisal. 
 The sixth area is creating and 
maintaining a corporate culture that 
supports the current initiatives as well 
as future growth. As we have discussed 
in other articles, the establishment of 
corporate values that are well publicized 
and shared can be used to guide people’s 
behavior. Values can speak to how the 
organization wants to operate even “when 
no one is looking.” Well-constructed 
values typically will define expectations 
and relationships between and among 
employees, customers, suppliers, 

stakeholders, partners, the community, 
and any regulators as appropriate. The 
culture also speaks to all the unwritten 
rules, norms, and expectations that play 
out as “that’s just the way we do things 
around here.”  When carefully crafted 
and managed, it can have a profound 
impact on both the people inside as well 
as outside the firm or organization. It can 
communicate, “This is what we stand 
for and this is what we won’t fall for.”  
It seems that studies have shown that 
when the great majority of people in an 
organization believe that top managers 
are honest and actually behave to a very 
high level of morality and honesty, they 
behave that way at work as well. When 
they believe that top managers say one 
thing but do another in terms of morality 
and honesty, they will slip and behave in 
a way that is consistent with what they 
perceive. It is almost like them saying to 
themselves, “If top management is going 
to get theirs, I may as well take mine.”
 These six areas are critical to the 
development of a firm as it progresses 
along the growth curve and are intended 
to be integrated or symbiotic. This means 
that they must build on each other. 
Similar to the concept of situational 
leadership, where the leadership style 
must change to reflect the current reality, 
the areas may need to be emphasized 
to different extents based upon the 
challenges facing the organization at any 
given time. 
 In the installments that follow, 
we will further explore the predictable 
stages of organizational growth, discuss 
developmental items and tactics, explain 
and assess the organizational growing 
pains, and plan the transitions that must 
be successfully executed. Watch for the 
next installment. 
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