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Global research base:  
36 great growers and kick-starters 

North America 

• Barrick Gold 
• Bombardier 
• Compaq 
• ConAgra 
• Disney 
• Emerson 

Electric 
• Enron 
• Federal  
     Signal 
• Frito-Lay 
• GE Capital 

• Gillette 
• Johnson & 
     Johnson 
• Lear 
• Reynolds & 
      Reynolds 
• Sara Lee 
• Charles Schwab 
• State Street 
• Thermo Electron 
• Warnaco 
• Wells Fargo 

Europe 

• Germany 
−SAP 
−Bertelsmann 

• Finland 
−Nokia 

• Ireland 
−CRH 
−Jefferson  
   Smurfit 

 

Asia-Pacific 

• 7-Eleven Japan 
• Acer  
• Arvind Mills 
• Coca-Cola 

Amatil 
• Hindustan 

Lever 
• Kyocera 
• Lend Lease  
• Li Ka-shing 
• Samsung 
• Softbank 
• Village 

Roadshow 



2 

The Three Horizons: Secret of Sustained Growth 

 
 

Horizon 2 

Horizon 1 

Time 

Profit 

Create viable options 
Horizon 3 

Build emerging 
businesses 

Extend and defend 
core businesses 
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Concurrent Management Across Three Horizons 

. . . extend and 
defend profit 
generators in 
Horizon 1 

. . . build Horizon 2 
businesses that will 
drive medium term 
profit growth 

. . . secure options in 
Horizon 3 that will 
ensure the company’s 
longer term future 

Time 

Profit 

Simultaneously . . . 
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Time 

Profit 

Horizon 1 
Extend and defend  
core businesses 

 Australasia 
− Australia 
− New Zealand 

 Western Europe 
− Austria 
− Switzerland 

Horizon 2 
Build emerging  
businesses 

 Eastern Europe 
− Hungary 
− Czech 

Republic 
− Slovakia 
− Slovenia 
− Poland 
− Romania 
− Croatia 

 Indonesia 
 Philippines 

Horizon 3 
Create viable options 

 Former Soviet republics 
− Belarus 
− Ukraine 

 China/Asia 
− Option with Robert 

Kuok 
 India 

− Option with San 
Miguel 

 Other (more franchises,  
new products,  
new channels) 

Balanced growth at Coca-Cola Amatil - 1997 

Presenter
Presentation Notes
Concurrent management across 3 HorizonsAs we interviewed the executives of our great growers, we found a striking similarity in the way they talked about their enterprises. In every case, the CEO could describe a concurrent set of initiatives across three time periods – or horizons. In Horizon 1, the shorter term, these companies have a range of profit improvement initiatives: sales force stimulation, pricing, revenue management, new products and services, and cost-reduction to name a few. In the medium term, or Horizon 2, they have several very powerful growth engines that will mature over the next 3 to 5 years and become major new profit generators of profit. These are typically new businesses that have not yet reached maturity.These companies also have a range of initiatives in Horizon 3 aimed at creating options that might, or might not, be exercised over the coming decade – options that would position them to pursue new directions but which do not demand major capital investments in the near-term.
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Horizon 3 

Horizon 2 

Horizon 1 

Profit 

• Australia 
• New Zealand 

•Philippines 
•Indonesia 
•Fiji/Papua 
New Guinea 

•Korea? 
•China? 
•India? 

Time • Traditional 
channels 

•Vending 
machines 

•New 
drinks 

•Smart 
cards 

Australia: Value delivery 
• Australia 

• Tourists 
• Urban 

sites 

•Jakarta 
•Other 
major 
urban 
centers 

•Rural 
areas 

Indonesia: New customers 

 
•Indonesia 

Cascading horizons: Coca-Cola Amatil Asia-Pacific, 1997 
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Every leader at every level manages across Three Horizons 

CEO 

Division A Division B Division C Division D 

Marketing Sales Marketing Sales R&D Production 
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Moves into 
new 
competitive 
arenas 

Existing 
competitive 
arena 

New 
customers 

Existing 
customers 

Innovation 
in products 
and 
services 

Existing 
products 
and 
services 

Innovation 
in value 
delivery 
system 

Existing 
value 
delivery 
system 

Existing 
customers 

• Massive brand 
and volume 
building through 
advertising and 
promotion 

New 
customers 

• Built female 
customer 
base with 
Sensor 
technology 

Innovation 
in products 
and 
services 

• Successfully 
migrated 
consumers to 
higher margin 
shavers 

• Leveraged 
Gillette brand 
in other 
products 

Existing 
products 
and 
services 

Innovation 
in value 
delivery 
system 

• Use of dual 
sales 
channels, e.g., 
with Oral-B 
and Braun 

• Sale of 
Waterman 
pens through 
Parker’s 
corporate gift 
channels 
Existing 
value 
delivery 
system 

Improve-
ment of 
industry 
structure 

Improve-
ment of 
industry 
structure 

• Drove 
consoli-
dation of 
stationery 
industry  

• Acquired 
Wilkinson 
Sword in 
Asia & 
S. America 

Existing 
industry 
structure 

Expansion  
into new 
geographies 

Existing 
geography 

Expansion  
into new 
geographies 

• 70% of 
profits from 
outside US 

• Dominant 
positions in 
most 
emerging 
markets 

Existing 
geography 

Moves into 
new 
competitive 
arenas 

• Toiletries, 
stationery, 
appliances, 
oral care, 
batteries 

Existing 
competitive 
arena 

Gillette’s seven degrees of freedom 

Current 
business 

Presenter
Presentation Notes
Gillette’s 7 strategic degrees of freedomGillette is an excellent example of a company that has grown over time by exercising all possible degrees of strategic freedom.



8 

Staircases to Growth 

Use staircases to 
1. Build new capabilities  
2. Adapt business model 
3. Protect the venture 

Aspiration 

Capability platform 

Existing 
capabilities New 

capabilities Required future 
capabilities 

YD 
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Intro 

Seed growth 
options 

Test business 
model 

Replicate proven 
business model 

Manage for 
profitability 

Source and secure 
options for future 
growth 

Test commercial 
viability of business 
concept 

Realise growth 
potential through 
business-building 
initiatives 

Maximise growth 
potential by 
unlocking 
incremental growth, 
then manage value 
in decline 

Staircase Architecture 

Presenter
Presentation Notes
We have observed that successful growth companies grow individual businesses in a fashion that resembles a staircase. Their response to the question ‘How do I get there from here’ would typically be ‘not by big bold leaps but by gradual and measured steps’. Each step makes money in its own right; each is a step that adds new institutional skills that better prepare the company to open up—and take advantage of—new opportunities; and each is a step roughly in the direction of the company’s broader vision.Growth staircases develop in four stages:First, companies seed growth options. That is, they obtain and secure options that might develop into businesses.Second, they test the business model option. In particular, the company tests commercial viability—the likelihood that the model will be a successful business—then determines whether to discard the model or ramp it up into a full business.Models that demonstrate commercial viability are then rapidly expanded through replication and extension. This third stage contains the major business’s growth phase.Eventually, a business will mature as it reaches stage 4. Companies extract growth from incremental opportunities or manage the value of the business through its eventual decline.
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J&J’s Acuvue Contact Lens Staircase: Building Capabilities 

Capability platform 
Contact 

lens 
manu-

facturing 

1981 
1982 

New  
lens  

technology 

1984–88 

Advanced 
lens manu- 
facturing 
process 

1988–92 

Worldwide 
marketing and 

distribution 
network 

1993–95 

Soft  
moulding 

manufacturing  
process 

• Acquires 
Frontier 
Contact 
Lenses: 
5% of 
US$1 
billion 
market 

 
 

• Acquires 
rights to 
new 
moulding 
process 

• Improves 
process 
with UV-
cured 
polymer 

• Top- 
manage- 
ment time 
and 
US$250 
million 
devoted to 
develop- 
ment 
 
 
 
 

• Introduces 
Surevue,  
2-week 
lenses 

• 45 countries, 
US$225m  
revenue 

• Introduces 
single-day, 
disposable 
lenses 

• Achieves 
US$600m in 
worldwide 
revenues 
 
 
 
 

• Contract  
with 
NYPRO, 
leader in 
injection 
moulding, 
improves 
costs and 
technology  
ten-fold 
 

1983 

Relation- 
ship with  
leading  

injection 
moulder 

YD 
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Animation  
Character  
licensing  

Music  
publishing  

Book  
publishing  

Animated  
feature films 

Television 
shows   

Motion  
pictures  

Disneyland  
Walt Disney 
World  

Animal  
Kingdom,  
Disney  
America 

1920 
 

1930 
 

1940 
 

1950 
 

1960 
 

1970 
 

1980 
 

1990 
 

 
 

Disney 
Channel  

ABC TV, 
ESPN 

EPCOT 

Disney/ 
MGM  
Studios 

Hotel 
development  

Disney  
Institute  
vacations Resorts  

Tokyo 
Disney- 
land   

Euro  
Disney  

KCAL–TV 

Hockey 

Baseball 

Live theatre  

Animal  
Kingdom,  
Disney  
America 

Cruise lines, 
planned  
communities 

Theme parks 

Vacations, 
resorts & 
property  

development 

Live  
entertainment 

Broadcasting 

Live  
entertainment 

Broadcasting 

EPCOT 

Disney/ 
MGM  
Studios Tokyo 

Disney- 
land   

Euro  
Disney  

Disney  
stores  

Direct  
mail  

Software  
development, 
visual effects  

Touchstone  
Films, home  
videos 

Miramax  
acquisition  Hollywood 

Pictures 

Hollywood   
Records 

Filmed  
entertainment 

Merchandising, 
music and 
publishing 

Disney’s portfolio evolution 

Presenter
Presentation Notes
Disney’s portfolio after 1985Once Disney had completed it’s initial turnaround in 1984-85, it embarked on multiple fronts to both extend its core businesses and to step out into new products, services and competitive arenas.It has now evolved from an animation company into arguably the most comprehensive entertainment company in the United States. It is as if each step on its multiple business staircases has allowed Disney to see and then stretch, via a new staircase, toward a new growth horizon.
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Brands 
Networks 
Infrastructure 
Information 
Intellectual property 

Access-conveying relationships 

Complementary relationships 

Acquisition & merger 
Financing, risk management, and 
deal structuring 

Capital productivity 

Regulatory management 

Licenses 

Define capabilities broadly 

Privileged 
assets 

Growth- 
enabling 
competencies 

Capability 
platform 

Special 
relationships 

Operational 
competencies 

ILLUSTRATIVE 

Presenter
Presentation Notes
Define capabilities broadlyIn bringing their strengths to bear on the opportunities before them, growers go beyond counting the skills they can apply. They start by using a definition much broader than popular wisdom suggests about what qualifies as a useful capability. While they start with strong business-specific competencies, they also recognize the importance of growth-enabling skills (in areas like acquisition and deal structuring), privileged assets (like infrastructure, patents, and brands), and special relationships.
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Horizon 1:  
Superior execution 

Horizon 2:  
Positional advantage 

Performance management systems 

Horizon 3:  
Insight/foresight 

• Bottom line results and 
cash flow 
 
 

• Productivity 
improvement 

• Costs 
• Growth in net income 
• Return on invested 

capital 

• Top-line growth 
 
 
 

• Order volumes 
• Revenue growth 
• Unit sales 
• Market share/installed 

base 
• New customer 

acquisition 

• Size of payoff and 
probability of success 
of options 
 

• Project-based 
milestones 

• Option valuation 
• Conversion rates from 

ideas to business 
launch 

• Number of initiatives 

Focus 

Measures 
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“Growth is essential.  An organization 
that does not grow, dies.”  
Ralph Larsen, CEO, Johnson & Johnson 

Sustained growth is essential 

Time 

Profit 

The business life cycle... 

Horizon 1 

Horizon 2 

Horizon 3 

Time 

Profit 

…or the Three Horizons of growth 

Presenter
Presentation Notes
Growth drives organizational vitalityAnd Wayne Calloway, the recently retired chief executive of PepsiCo says, “Growth is pure oxygen. It creates a vital, enthusiastic corporation where people see genuine opportunity. 
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