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WELL-KNOWN AND MODERN GROWTH LIFECYCLE MANAGEMENT
MODELS FOR MICRO, SMALL AND MEDIUM-SIZED BUSINESSES

Horvath Andras

Abstract

One of the most important management challengesthierHungarian micro, small and
medium-sized enterprises certainly is how to haraild coordinate decently the general
growth in their life. As the result of my experi@scfrom the last years could be determined
that the lifecycle analysis models for the busiaesae increasingly well-founded and helpful
tools by the everyday duels. During my researcloger collected the previously published
lifecycle models, and | created my own breast-whiéetycle model, which eliminates the
inelasticity of the earlier models, and as wellimplement the typical Hungarian SME's
criteria. At the end of the last year within of tin@mework of my research program more than
two hundred enterprises were asked with the helpguéstionnaires in the Western
Transdanubia Region. According to my empirical aesie period | would like to point out
that the so far discovered and published westegorétical lifecycle models — which are
mainly based on large corporations characteristiasould interpreted and applied to the
Hungarian SME's as well — having regard to somemnailt characteristics. The aim of the
paper is to present the well known and modern drdifg cycle models and due my breast-
wheel model | would like to improve the previousdabcycles according to my empirical
experiences.

Key words
Lifecycle. SME Lifecycle models. Growth lifecycleamagement.

Introduction

Nowadays the Hungarian micro, small and medium rprises (henceforward:
SME's) face to perhaps one of the most importaalieige: how to handle and coordinate the
general growth of their life. According to the rasghes of the last few years it was found that
the measuring systems based on growth lifecyclahelpful and well-founded services for
the enterprises for the common-life challenges.

In this publication | present and summarize thedhatifecycle models of noted
researchers and | would like to introduce my owsabkt-wheel lifecycle model. The aim of
my model is to combine and join the knowledge of thtest models, to eliminate the
disadvantages and collect the advantages of theanénmodel with the exclusion of the
inflexibility of them.

Beyond the continuous processing of the theoretitatatures | made a pilot
guestionnaire in the last year. The point of my owsearch was firstly to collect more
information from the Hungarian SME business sefborthe further research options and
secondly to confirm the adaptability of the themadtmodels in the Hungarian business life.

In this pilot research were queried on the wholeartban two hundred Hungarian
companies from the Western Transdanubia Region’&'Sdector over personal interviews
and over personal questionnaires with the top meEmagt of these businesses. The
proportion factor between the interviews and thestjonnaires was 13,05% and 86,95%.

The survey focused on the one hand on the chaistterof the lifecycle models of
the domestic SME's, on the other hand on the baakgr of the future ownership change of
the business owners in their companies, in otherdsvohow should the business owners
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operate with the future alternatives on the fiefldhe generation changes (inheritance and
succession) of their businesses.

In connection with the precursive results of mynm@t surveys await me proof of
many interesting correlation. | would like to pulitie the final results in the near future only
than if the whole processing of the final surveyalready completed.

1. Materials and methods
1.1.About the lifecycle models in general

“Those who do not remember the past are condemnaepeat it” were said by
George Santayana, an American philosopher and poet.

Most of the lifecycle models introducing the lifety of the businesses as the human
lifecycles: it begins with the birth (or the ideflirth) of the company, than coming many life
periods as the company become ripe, and in theokogks with the death of the company.

“As the product lifecycle, lifecycle exists in thasiness world as well, and makes
expressive by the conformation of the lifecycler gedhe time: so it could be plotted a curve
which presents the lifecycle of a comparfgsupanekneé, 2007). This curve represents the
lifecycle of a company, which curve could be sefmfar two massive parts according to
almost all of the lifecycle theories: for the grovgteriods and for the decadent periods.
These two great branches has been studied in tleadrand as well practical mapping
researches for a long time and in the consideratiothe results these two categories are
defined almost as two different disciplines withime field of the lifecycle management
science. The management of the growth periods wesehe positive slope sections of the
company lifecycles, which are incidental to growtevelopment and evolution, while the
declining branch with the negative slope sectiomsdealing with the failing periods of the
company’s life more closely.

My research mainly focuses on the growth periogsabse the main disappearing
guestions in connection with the development dilemmould be answered by the deeper
exploring of this lifecycle stages. And in an alwashanging market to find the solutions as
soon as possible are necessary to ensure a copsiéitioriented operation for the SME's.

In the most studies the declining stages belon@rtother broader topic of the
lifecycle management science sector: to the cngisagement. In this case, by stepping on a
descending period should search the managemehe alompany for the right scenario from
the crisis situations storehouse for analyzingiatetvening as early as possible to secure the
operational sustainability and possibly to restbeegrowth again.

The investigations of the Hungarian SME's show lamles, that the most of
businesses, which are successfully operating ingeigntoday, were founded in the late
eighties and early nineties. This fact reinfordes rteliability of the lifecycle based analysis
system because the testing businesses alreadyenaugh history to be able to get useful
results due the theoretical lifecycle models.

If we are ready to follow the stages of a compdranks to the lifecycle models, we
can assign some criteria to the same — and onwthys homogenized — lifecycle periods,
which could be common by many SME's. Hereby the SMighich are per se individual but
standing in the same lifecycle period, after alildobe able to compare with each other.
Accordingly the growth lifecycle models give us atronly a theoretical pattern how the
businesses are working in the diverse ages butetisgive us a measurement instrumental,
which are able to locate the exact place of a lassinn his lifecycle and could give some
alternative options, how the company should hahdidéuture opportunities.

1.2. The most popular Hungarian and foreign lifecyle models
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The lifecycles of some enterprises develop diffdyeaccording to the internal and
external characteristic features of the businesbemy researches prove that different
lifecycle periods are observed and separated ircdélse of most of the enterprises. There is
problem with the monitoring of these researches taedmonitoring of the enterprises also,
because the experts have various standpoints fleemborders of the lifecycle periods.
Presently do not exist of an acceptable standardeimeystem, which helps to make
conclusions for the lifecycle periods of the mokttee enterprises with the same filtering
criteria.

While different models are widely used, accordiagry experience in the case of
examinations is practical to use and evaluate mmeels in the same time for one enterprise.
The application of the various models and the freslults could be give a complete picture
from the obtained company and make a basis fofuttieer examinations and suggestions for
the future development options. The “multi-modestitey” lead more and more to precision,
thanks to the similar methodical approaches ofuaeety of the models, because of the
structure of the models are not independent froroh eather and in some cases the
characteristic features of the different sectiondiiderent models are the same.

With the help of Zsupanekné (2007) | would likept@sent now the previous well-
known lifecycle models.

The bases of the lifecycle of enterprises with ttheory leaning on three keystones
were laid down by Professor Jeffrey Timmons (1980his model system the lifecycle curve
is divided into five main sections, which were gsgd to concrete life-spans by the
Professor. However the steps of declining sectierewt specified by the excellent corporate
expert, who died at the age of sixty on April 2008.

Subsequently, Robert D. Hirsch and Michael P. Be{d©94) in their book
“Enterprise” were taken up Timonns’ (1990) basicdelo The first two section of the
previous model was divided into four-four partstbgm.

However the real breakthrough was brought by thekbaf Adizes (1992) called
“Corporate Lifecycles: How Organizations Grow ane Bnd What to Do About 1t?” in 1988.
Compared to the previous models, the author foraneamplete lifecycle, which involved the
growing and the declining cycles as well. Nowadtnys model perhaps can help during the
analysis of the enterprises because the model cesyghe human life milestones to the
progress of the enterprises and it makes this nmmgdeificant, popular and mostly used. The
growing stages of Adzes’ (1992) lifecycle are magheof six parts, which lead four aging
phase before the corporate death.

Larry G. Greiner's (1995) model is also widesprebdthis model the phases of
revolution and evolution are changed. Accordinghtheory of Greiner (1995), lifecycle of
the enterprises characterize with five growing esagnvhere the evolution stages are the
developmental periods. In this model the revolutgirases mean that problem, which an
enterprise stand between the border of two stagé$fi@ave to decide between them.

Among the Hungarian researchers, Javor Istvan (1888 Szerb Laszlé (2000)
deals with the legitimacy of the integration ofetif/cle curve before the foundation of an
enterprise in their theories. The twelve stagegrofving lifecycle of Javor's (1993) model
are probably the most diverse and the most diftexed between the well-known Hungarian
models. With this theory, Javor (1993) perhaps neadell-constructed model of the steps of
corporate development. The model of Szerb (200Based on the theory of Timmons (1990)
with the addition of the two essential periods befloundation and just two stages at the end
of the lifecycle, which is the sixth lifecycle pleas

Next to Javor's (1993) and Szerb’s (2000) modetehs another significant model
by Szirmai Péter (2002). The focused model of SzirfR002) put the lifecycle stages based
on Adizes to three different level, micro, macral anezo.

Online recenzovany casopis
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Salamonné Huszty Anna’s (2006) lifecycle model gitbe essential part of my
researches. On my opinion this model is significdrécause make a mixture from the
advantages of the models of Adizes (1992) and @rgih995) added the characteristics of
small and medium enterprises and based on the kdgelof the Hungarian and foreign
lifecycle models. In this mixture there are thel l@ssets of the other models in five different
stage of the lifecycle. Beyond the creation of thisoretical model Salamonné (2006) is the
first beyond the Hungarian researchers, who hawgighed results of empirical researches
with reference to the Hungarian SME's sector.

1.3. About the Adizes lifecycle model

On the basis of the lifecycle management literatbeesone of the most mature and
most widely used model was set out by Ichak Adikésst lifecycle model deals only with
the developmental stages of the periods, but imaidel the corporate can be traced from the
pre-foundation step until the company’s death. &eshthis model has become so popular,
because for each period was made a very detaiddiggon, and in the practical application
the subjects could be classified with almost onedned percent certainty in each category
(GO6blos-GOmari, 2004).

The following figure shows the Adizes-model lifetystages:
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1. Figure. The Adizes Lifecycle Model (1992)
Source: Adizes Institute Online, Available at: bifgdizes.com/corporate_lifecycle.html, Date
of Download: 30-11-2013.

In the courtshipperiod the company is still nascent and startkitapfor the most
appropriate strategy for the particular environmekibove all, the"product-oriented and
value added focus{Goblés-Gomori, 2004) are the main features. Thasopl should be
treated with more caution, because if the compamdaagement builds up an inadequate
strategy after the establishment of the comparogutd be easily lead to the early termination
of the company, while at the beginning are allted tesources and all the decision-making
opportunities usually limited.

Then follows the infancy, which is the most dynarpeeriod in the Adizes-model
(1992) for the SME's. This period is about the ttgyment, as well as a baby discovers the
world around him and gain more experiences thamlktd impulses. The company learns the
coordination processes, and could have even managiss, but at the end of this era has its
own consciousness and will.

The next stage, thgo-go period connected again to the era of human dexedap
as a step when the baby becomes a child. Team wpitin the SME's play an increasingly
dominant role in the development and the individaiatcesses encouraged the company to
continue its growth.



@i ld TCS

Online recenzovany ¢asopis ISSN 1338-1598

In adolescencethe rate of development will slow down, and theu® of the
management concenter more on how to change andh®oguality could be transferred. The
decision-making difficulties increasingly come twetfore, which could lead to dangerous
conflicts. Characteristic features are in this stathat the human resources, capital and
reserves of the companies are set to reorganizecaed.

Prime (or manhood) is théera of the best performing path of growtfGoblos-
GOmori, 2004). By this time, the ERP systems ogerahd the company has an enviable
flexibility. Each process is organized and easydadle, so the company can focus on one
main purpose: to increase profitability.

The stable stage is the pitch of the life. The company isdyeto meet the daily
challenges, but the creativity is decreasing asd &ble to introduce new things, and create.
The company trying to find solutions to the inciegly complex management changes with
the existing systems and patterns.

As formerly mentioned, the descending periods kalhdle by the crisis management
sciences, so | will not specify this periods irsthublication.

1.4. About the Greiner lifecycle model

Larry Greiner (1995) published his lifecycle model1972, which became well-
known all over the world. The model describe fivstidct phases in the lifecycle stages and
shows in each alternate periods with evolutionang aevolutionary breaks, which are
illustrated with straight and broken lines. The lationary periods show a calm and balanced
phase, while revolutionary phases are charactebyextises.

In my opinion, the Greiner (1995) model becomesealby this two alternating
stages, as a natural way to approach the changeschfstages by the crisis (revolutionary)
periods. In particular, associate on the crititagjes of the human life periods: the problems
also arise spontaneously, but usually the solusiatill pending (Farkas, 2005):
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2. Figure. The Greiner Lifecycle Model
Source: Greiner, Larry (1995): Evolution and Retiolu as Organizations Grow. Harvard
Business Rewiev, 1995. jan-feb.
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In the first phase playsreativity the main role. The company starts his life, and
focused on overcoming the initial problems. Theamgntially small successes will motivate
the company to move forward, so at this stage wéld@ment is extremely robust.

This is followed by thedirection phase, in which the company must affix the
management activities to the fore, because to ertr continuous operation is not enough
anymore to rely only on the self-solving protocolhere are introduced the corporate
governance policies and systems to help speed aipritcesses of coordination. This will
give a fresh impetus to continue.

The third (middle) period is thdelegation(transferring) phase. At this stage, the
company usually awakens him to become a too burattiorganization, so it is time to re-
allocate the roles and decentralize the operafibis can best be accomplished by assigning
the responsible person for each task, and by relntvthe “classic management” from the
single control.

In the fourth, coordination stage the units, which are dissolved in the previo
period, will unite again, and the group as a teake tover the planning of the future with the
full responsibility by the sensitive areas. The &@yees could even have a stake in the
business successes of the company.

The model will complete with the period obllaboration which aims to improve
the quality of team processes in the further coatpmr. In order to move on to the misty
future the business are ready for all — even fareexe, completely new, creative — ideas to
try out, although it is not yet calculable, andlddead moreover uncertain fields.

1.5. About the Salamonné Huszty Anna model

This model is such an alloy from the Timmons (1996 Adizes (1992) and the
Greiner (1995) models, which has albeit many simidss, but it captures the sting of the
well-known enterprise lifecycle models through antdnation of a number of differences.
The model from Salamonné (2006) could be menticaseé method with the first pioneer
results of analysis in Hungary, which is very br@em incorporates previous studies on the
process of research, especially targeted at Hueng&ME's. She not even collects the earlier
theories but through her own researches let tesetishe Hungarian SME's.

The way to reach the best view of the lifecycle mlsdvhen we display them side by
side in a chart, because the Salamonné (2006) rhadalt been illustrated in a figure yet:

1. Table. The most popular lifecycle models

PHASES| TIMMONS [1990] | ADIZES [1992] | GREINER [1995] SALAMONN[EZC')'C')%]SZTY ANNA
1. R&D Courtship - -
) Infancy o Starting Phase
2. Starting Phase Creativity —
Go-Go! Creativity
3. Early growth Adolescence Direction Direction
Delegation ,
4, Mature Prime —— Delegation
Coordination
5. Stabilize Stable Collaboration Stable

Source: own processing according to the sourc@gmhons (1990), Farkas (2005), and
Salamonné (2006)
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It could be seen that the researchers are in agmgethat the procedure can be
divided into five major lines of the developmenteWan see that in the model of Salamonné
(2006) the periods of Greiner (1995) and Adize®R)%re changing.

By the domestic research the phase prior the mgar{establishment) is not
significant, so the first stage the role playedhis starting phase. Business owners will be
launching their businesses on the basis of arainitipulsive idea based on her surveys. This
period lasts a relatively short period of time, andhediately proceeds to the next cycle.

Thecreativityis the most important way of life when it comestarting a successful
company based on the idea to build the organizaltidachnological and human resources
systems, and improves the company's key produbts.cémpany is developing dynamically
in this time, and could improve performance inaaélas.

After the period of creativity the model of Salamén(2006) differs from the
previously known models, and two routes are assumtedthe future: thelirection and the
delegation

The direction phase is aimed at quality improvemehereas the primary purpose of
the delegation period is the reconstruction offficient management leadership, which could
release additional resources for the cost efficenby prioritizing.

At the last stage — as in the Adizes (1992) modslthestablephase in the case of
the model of Salamonné (2006). By this time the gamy acquires those experiences which
are given a free hand for the decisions in theatjmar in an automated atmosphere.

The model of Salamonné Huszty Anna (2006) is ctiygrerhaps the most accurate
domestic model for the Hungarian SME's, becausevbek is based on multi-annual research
activity, with personal examinations of companydies.

2. Common experiences based on the described models

After the examination of the models there are ssvasmmon and opposite criteria
which were proved based on the ideas of the rdsecFrom these ideas, the two most
prominent criterions are the method of transitietzen life stages, and group of questions
of the temporal continuity of lifecycles. Some @®hers are at the point of view that the
lifecycle phases must only follow each other conseely, so the business can’t skip one
cycle to jump to another. However others said tdeatain steps are disregarded because it
helps to increase the elasticity of the models.

In the case of the primary period, the developethefmodels generally shares the
viewpoint that the progression of the enterprisihésprocess of maturation, in conclusion the
enterprises has to go on straight on the timelivigh the passage of time one question arise:
What would happen after the last stage in the it of enterprises?

Because of this the concept and idesegivenationwas born, which means, that the
development could happen not only in forward, bisban backward. The enterprise is
rejuvenated as the principle: if there is no wayfdward, than to turn to backward. The
enterprise could be younger with this strategy, wadder a route many times (Pataki, 2004).
Except for some unclear areas we can say genetiadliy each model can be suitable to test
the enterprises independently and help to imprbgarianagement in the critical periods.

It is possible to plan the short term and altexeatuture of the enterprises because
of the theoretical ideas which are supported byeg®npractical experiences and surveys.
This means that the duration of critical periodsd ahe expected processes could be
calculated. It helps to proceed, when the entexmesch the border of a cycle between the
stages of the lifecycle, alternative strategiesadre to created and there is also enough time
to simulate these strategies. If the solutionils st right, the parameters could be changed
again and after it with the next tests the appsadprallocation could be formed and find.
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The compatible of the models is also an advanfalgis. means, that it is practical to
use several methods and test with more lifecycleletso In a case of a problematic status
after the multi-dimensional testing is easier t@age the right going-on-strategy. We get
information from as different sides, there are asous aspects to analyze and solve the
problems.

3. Vertical approach vs. on-going process-centric adel

.Remember that just the moment you say: | givesgmeone else seeing the same
situation is saying: My, what a great opportuniyére said by H. Jackson Brown, an
American bestseller author.

After studying and analyzing of the models abovenaight think that construction
of a better, new, own model would be inevitablewideer the birth of my model does not
originate in that, my aspect is not the same as ajnine latest models. After the initial
examination of the models I've been thinking in ertical direction and vertical effecting
method. According to the following chart | imagingase modified model of Salamonné
(2006), which is applied during my tests:

2. Table. Lifecycle model phases adjusted with myam lifecycle periods
SALAMONNE
TIMMONS ADIZES GREINER
PHASES [1990] [1992] [1995] HuUSzTY ANNA MY OWN M ODEL
[2006]
1. R&D Courtship - - Cogitative
Infancy Starting Phase Infancy
2. St?]rtlng Creativity o Go-Go!
Phase Go-Go! Creativity —
Creativity
3. Early growth Adolescenceé Direction Direction Direction
_ Delegation , _
4. Mature Prime — Delegation Delegation
Coordination
Stable
5. Stabilize Stable Collaboration Stable :
Correction

Source: own processing according to the sourc@gmhons (1990), Farkas (2005), and
Salamonné (2006)

After in the previous section described pro and aguments were examined | was
searching for a possibility of a global solutiontlwihe application of a combination of the
well-known models, one question occurred to iHew could | be able to unify the critical
parameters (as the continuity and temporality)h&f €arlier researchers in one single model?

Aside from all the positions previously known | @réghe conclusion, that it is worth
to thinking not in a vertical, but a process-centmodel, because the vertical models are
inflexible and the models can be applied in thefca only with a very narrow cross-section
incorporating filters. | would like to rather finguch a solution, where not the enterprise
should adapt a lifecycle model to his life — so duld not like to find an appropriate
enterprise for the theoretical models — but my rhgtieuld to respond to the lifecycle of the
enterprises.

Therefor was born my process-oriented breast-wlifeeycle model, which provides
high degree of freedom of expression of lifecyokgiquds. My figure model is currently not
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finished, because | would like to complete it attez results of my empirical researches, but

now | could draw it up so:

00

3. Figure. Own breast-wheel lifecycle model
Source: own processing

Actually this model would be the twin sibling ofethmodel of Salamonné (2006),
because except of two installed sections it camsisthe same lifecycle elements, only with a
special composition. These two new elements aredbeativeandcorrectionphases.

The cogitative phase is an interim period before the foundatibthe enterprise or
during the lifetime of the enterprise. It plays amportant role in the examining of
perspectives and measures if the enterprise isdiiior wants to discover new directions.
According to the surveys the business owners introases launched their own company
based on an initial and impulsive idea, which cdautdalso dominant in their success in the
future. Based on my observations, this period lguasts only a relatively short period of
time.

The correctionphase is a little bit more complex moment. | thih&t the enterprise
reached the border of a lifecycle period, not alvafilled all the criteria at the same time to
move to the next cycle period simply. A transitibpariod could help to absolve the changes
and to fit them in the daily life of the companyhig is the purpose of this phase, and of
course, to touch this life stage is not bindingt presumably with the switching among the
cycles would be occurs predominantly.

The company is able to move through the life cytéges, but by an occasion of a
major crisis — as stepping on a joker field — cduid solutions using the correction phase.

Of course a business may retouch of each earli@dagain as well, by which the
company could avoid more and more different stratiEgubles in connection with their
changing management.
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With the help of my breast-wheel method the questiaf the orders of the lifecycle
periods (gradual or jumping) and the question$efdirection of the lifecycles (maturity and
rejuvenation) are solved, because thanks to ti@temcombinations of the possibilities make
the model totally flexible. My model provides besiskcure results in wider circles during the
testing, because it could minimize the framewonkdiions of the applicability.

Conclusion and about the related empirical surveyn the near future

| would like to soon publish nearly one-year engatiresearch program steps and
results. The processing stage of the current relsesrapproaches the level of 80%, so the
results can be expected in spring of next year.

During pre-processing of the empirical researdietame to me clear that testing the
companies with the reviewed lifecycle models hasorad'étre, because this methods could
serve for the companies as an operational assestanbe able to mapping the alternative
pathways. Without knowing about these methods iticcde possible, that the managers,
executives and independent owners do not even memd¢he backgrounds of the causes in
the company's management strategies.

In the first step | collected primer empirical ddtam Hungarian SME's through
personal questionnaires. The data collection adteatearly 230 Hungarian SME's and
medium and senior leaders were questioned, maostiy the West Transdanubian Region.
Participants in the questionnaires mastered theridse and practical application of the
lifecycle models before performing the query.

The questionnaire consisted of four main partshénfirst part has been collected the
general data of the observed companies. The squaoask was used to determine the own
lifecycle paths of the businesses, with the helplagsification the characteristics of the well-
known lifecycle models (e.g. Adizes (1992) modeihwonline tests, Greiner (1995) model).
In the third module | would try to justify the rais d'étre of the well-known theoretical
models and confirm the legitimacy of my own breakeel development growth lifecycle
model, which is based on the theoretical backgroainohy further thesis. The fourth topic
was about the future ownership change of the bssio&ners in their companies, and the
possible visions of the heritage of his companies.

| am confident that through my empirical reseatchiil soon be demonstrated still
unexplored relationships and characteristics inneation with the theoretical lifecycle
management models.
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