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Abstract 
Finding ways of creating job opportunities is a commonly discussed topic among policy 

makers, especially in the context of the struggling world economy. Studies have shown that 

small firms, in particular young high-growth firms greatly contribute to job creation (Barba 

2014; Birch, 1987; Lawless, 2014). However, research show that there is a gap between the 

view scholars in the field of entrepreneurship has of measures of firm growth and how 

practitioners perceive the same (Achtenhagen et al., 2010). Connecting scholars understanding 

and view of growth to that of practitioners will be important to drive growth. Studies on firm 

growth do exist, however empirical studies on the changes during growth remain sparse. The 

purpose of this study is to empirically investigate the internal activities and processes that occur 

in a firm during growth. By investigating a firm on a micro-level, this study will contribute to 

the understanding of which activities take place in a firm when it goes from being small and 

entrepreneurial to become a well-established player. This thesis main contribution to research 

is the adding of empirical depth and understanding of the processes and activities taking place 

when a firm grows.  
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1  Introduction 
Finding ways of creating job opportunities is a commonly discussed topic among policy 

makers, especially in the context of the struggling world economy. Studies have shown that 

small firms, in particular, young high-growth firms, greatly contribute to job creation (Barba 

2014; Birch, 1987; Lawless, 2014). However entrepreneurs of small firms often find that policy 

changes meant to help them do not put focus where it would be most beneficiary. A reason for 

practitioners concern is that policy makers tend to turn to scholars in the field of research rather 

than to practitioners to gather the most complete and updated information to make their 

decisions. However, research show that there is a gap between the view scholars in the field of 

entrepreneurship has of measures of firm growth and how practitioners perceive the same 

(Achtenhagen et al., 2010). Considering the existing gap, focus policy makers have might not 

be the same as the entrepreneurs and changes might not have the anticipated outcome. 

Connecting scholars understanding and view of growth to that of practitioners will be 

important to drive growth.  

1.1 Problem Statement 

The studies of entrepreneurship is a practical field of research but according to Achtenhagen et 

al., (2010) most studies in the field are not enough connected to practice. In the research field 

of entrepreneurship, firm growth is commonly measured in the terms growth in employment, 

sales, profit among others. These measurements can be used to investigate a firm’s experienced 

growth and compare it with results from other similar studies of achieved growth. However, it 

is difficult for entrepreneurs, in an attempt to grow more successfully, to make use of 

information in most of previous research. Achtenhagen et al., (2010) discusses that the study in 

the field of entrepreneurship need to have a more practitioner oriented approach in future 

studies. An alternative growth measurement approach is described by Penrose (1959) as an 
“internal process of development” where the process is what leads to increase in size or 

improvement in quality as a result, rather just the using the result in itself as measure. She also 

describes growth as an interacting series of internal changes in characteristics that leads to 

increase in size. 

Analysis of internal dynamics of the firm literature all return to Penrose’s conceptualization of 

the firm that was first presented in her work The Theory of the Growth of the Firm from 1959. 
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Penrose laid the groundwork for the study of development of activities and internal dynamics 

of the growing firm (Garnsey, 1998). However, little is still known about the internal activities 

within firms when it goes from being small and entrepreneurial to become a well-established 

player. There are only a few studies can be classified as studies of growth as a process which 

usually concern changes or challenges organizations faces due to growth (Achtenhagen et al., 

2010). While there is some work done and some theoretical models made on the significant 

characteristics of phases of firm growth, empirical based models on the shifts and changes of 

internal activities remains much less developed. Most studies of growth and development have 

been focused on factors leading to organizational growth. However, few studies have been 

made on firms’ life cycle, which is described with phases of growth in existing literature 

(Greiner, 1972; Lewis and Churchill, 1983). These studies have tried to clarify manager 

specific challenges and problem a firm experiences in transition between different growth 

phases (Muhos, et al., 2014). In these studies it is suggested that the theoretical model of a 

firm’s life cycle should be examined on an empirical level. Still, few empirical studies have 

been done in context of the life cycle model to uncover the activities and processes that take 

place when a firm during growth.  

Growth has been conceptualized and measured in a number of different ways (Davidsson & 

Wiklund, 2000; Wiklund, 1998) but there is still no widely known study of what changes in the 

internal activities takes place in a firm when it grows (Achtenhagen et al, 2010; Garnsey et al., 

2006). Previous resource based studies have mainly focused on theoretical firm growth. Studies 

at the micro level on the origin and growth of the firm remains sparse, and further exploration 

on new firm growth need (Garnsey, 1998). More specifically there are few studies concerning 

what changes takes place when firms grow, hence further studies of changes in a firm’s internal 

activities during growth is needed to give entrepreneurs, managers and scholars deepened 

understanding of the phenomenon (Achtenhagen et al, 2010). A conceptual approach that views 

firm growth as a developmental process and that focuses on what actually happens in practice 

is needed (Garnsey et al., 2006). 

1.2 Aim and Research Question 

The purpose of this study is to empirically investigate the changes internal activities and 

processes in a firm when it goes from being small and entrepreneurial to become a well-

established and professional, and thereby reaching a better understanding in the field of 

entrepreneurship. By closely exploring a firm in its current growth phase as well as what 
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changes in internal activities has taken place, this study will lessen the gap in the research on 

firm growth from a resource-based perspective in the field of entrepreneurship. The main 

contribution of this thesis is to add empirical depth to the existing theories in the field of new 

firm growth and thereby closer connecting theory with practice. Specifically the research 

question is: 

What changes in internal activities does actually takes place in a firm when it grows? 

By bringing theory closer to practice, the research field of entrepreneurship will become more 

meaningful and relevant to entrepreneurs and their praxis. 

1.3 Disposition 

This thesis is structured as followed: In the Introduction (section 1), the thesis topic will be 

followed by the problem statement and research question. In the Theory chapter (section 2) the 

theoretical aspect of the study will be presented.  In section 3 the method used in this thesis is 

presented, including case study design, and a discussion including its strengths and limitations. 

Empirical findings from the interviews will be presented in the Empirical Result chapter 

(section 4). The analysis of the empirical findings is presented in the Analysis chapter (section 

5). The thesis will end with a chapter of Conclusion (section 6) that discusses implications of 

these thesis findings. In the Conclusion chapter, managerial and the theoretical contribution 

will be presented along with limitations of the study and suggestions for further research. 
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2 Theory 
2.1 Firm Growth 

In the entrepreneurship field of research measurements of firm growth is fragmented and there 

is therefore no single theory of firm growth (Achtenhagen et al., 2010). The most commonly 

used measures of firm growth measure the outcome of growth rather than to process of 

growing in itself. Since young and fast-growing firm play an important role in society as job 

creator (Barba 2014; Birch, 1987; Lawless, 2014), their process of growing after successfully 

making it through the startup phase should be interesting to gain deeper understanding of for 

both practitioners and scholars in the field of entrepreneurship (Barba 2014; Lawless, 2014). 

On the other hand continuously growing firms that manage to grow over a long period of time 

is a less studied field of research. Although it should be of great interest from both 

entrepreneurs scholar in the field of study to learn more about how firms successfully manage 

challenges with changes in internal activities and still continue to grow, although slow, for a 

long period of time (Achtenhagen et al., 2010). 

2.2 Growth Measures  

The study of firm growth lacks the choice of growth measures and a consolidated view of firm 

growth. There is also a gap between existing measures and how practitioners perceive firm 

growth (Achtenhagen et al., 2010; Weinzimmer et al., 1998). A large part of publications in the 

field of Entrepreneurship use growth measurements without any greater reflection of the 

entrepreneurs’ idea of firm growth (Achtenhagen et al., 2010). In existing literature, firm 

growth is mainly described by an increase in amount; output, sales, employees and so on. 

Practitioners view of growth on the other hand is more similar to how Penrose’s (1959) 

description where more importance to the “internal process of development” during the firms 

actual growth rather than its outcome in numbers. It is rather the interacting series of internal 

changes in characteristics which leads to increase in size that should be studied (Achtenhagen 

et al., 2010). In their study, Achtenhagen et al., (2010) show that a large number of the articles 

concerning firm growth uses differences between firms first-year and last-year size to measure 

growth. This kind of measurement can be problematic since it shows firm growth as a linear 

phenomenon which it rarely is (Garnsey et al., 2006). Studies considering firm growth as a 

linear occurrence will not be able to identify changes in organizational behaviors during the 

middle years of measuring (Weinzimmer et al., 1998). Research of internal dynamics of the 
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firm literature all return to Penrose ́s conceptualization of the firm that was first presented in 

her work The Theory of the Growth of the Firm from 1959 (Garnsey 1998). Penrose laid the 

groundwork for the study of firm growth and development of activities related to internal 

dynamics of the growing firm which has become the basis for the resource-based approach to 

the firm and a new economic paradigm (Barney, 1991; Petraf, 1993; Fransman, 1994; Teece 

and Pisano, 1994; Montgomery, 1995). Penrose ́s work has become the foundation for the 

study of firm growth (Brännback & Carsrud, 2012). Penrose ́s defined the firm as an 

“administrative unit with boundaries” and she emphasized the internal activities taking place 

within the firm (Garnsey, 1998; Penrose, 1995). According to Penrose (1995), firm growth is a 

dynamic process of management interacting with resources that can be studied. The changes 

and shifts in the internal activities in the firm are at focus in her studies of firm growth. A study 

by Garnsey (1998) used Penrose ́s approach to “provide an account of the origins and early 

firm growth”. Previous studies of firm growth have mainly been cross sectional in order to 

compare the attributes of new firm in samples. In a number of studies it has been found that 

factors such as: “ambitious founders, a founding team, education and relevant experience 

among founders, willingness to share equity, a multi-skilled management team and marketing 

expertise” were among those found in firms with record of successful growth (Almus & 

Nerlinger, 1999; Barkham et al., 1996; Cosh and Hughes, 2000; Storey, 1997; Utterback et al., 

1988; Wiklund, 1998). Additionally, a solid resource base is an important factor for firms to 

avoid interruptions in daily operations. Before firms have been able to build a solid resource 

base, they are constantly at risk of going out of business (Garnsey et al., 2006). An outline of a 

Penrosean analysis of the development of the firm is provided by Garnsey et al., (2006), 

focusing on internal events that change the firm. 

To understand internal events during firm growth, it is not possible to interpret measures of 

attributes and performance out of context. It is also difficult to generalize these measures 

(Hugo & Garnsey, 2005). The greater the generalization, the more underlying micro-diversified 

factors for change are hidden (Metcalfe, 2002). Extensive research on firm growth from 

multiple perspectives has been done (Muhos, et al., 2014). However, literature on the internal 

events during growth of in firms is a small area of study and qualitative studies in this area still 

remain scarce (Garnsey, 1998; Garnsey et al., 2006). There are few conceptual models at firm 

level of change over time in the field of firm growth (Garnsey et al., 2006) and studies in firm 

lifecycle, phases of firm growth remain less developed (Muhos, et al., 2014). Based on Penrose 

́s work, two well renamed and cited theoretical frameworks of the different phases of firm 
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growth were created. One was created by Greiner (1972) and the other by Lewis and Churchill 

(1983). The focus of Lewis and Churchill’s (1983) model is growth phases of the small 

business whereas the Greiner (1972) model illustrates the firm transition from being a small 

entrepreneurial firm to become a well-established player.  

2.3 Firm Life Cycle  

Some firms that survive the start-up phase choses to grow. If the firm choses to grow it will go 

through transformation and the vision of the entrepreneur is gradually replaced by more formal 

and bureaucratic structures (Coad, 2009). Some start-up firms choose to stay at a small size due 

to lack of finances, problem finding customers, problem finding employees with the right 

competence and some don’t have the ambitions to grow (Coad, 2009). The existence of start-up 

firms that don’t have ambitions to grow and settle for low or no growth will become threatened 

if the environment they operate in changes (Garnsey et al., 2006). As a part of the 

transformation when a firm goes from being small and entrepreneurial to becoming a more 

professional, it will encounter phases of growth where indeed an increase in turnover and 

personnel is typical (Daunfeldt et al., 2013; Greiner, 1972). Encountering the different phases, 

changes in the firm’s structures are needed as the internal activities which were essential for the 

firm’s success creates a numbers of problems for continued development (Cranston, 1986). 

Solutions to organizational problems introduced in one phase, commonly become the reason 

commonly causes problems in the next developmental phase (Greiner, 1972). Most chages are 

often a result of strategical choices. Previous literature states that transitions between 

development phases are unavoidable and the handling of the transition is essential for the 

firm’s survival and future growth. Even though transitions are unavoidable they do not occur 

naturally or smoothly and an incorrect managing of the developmental crisis may lead to the 

firm’s failing rather than its continuing growth (Greiner, 1972). 

Since Greiner’s theory (1972) of firm growth considers the life cycle of firm growth and the 

changing factors as it grows, the model will be used as a base when conducting the interviews 

in order to find what changes has taken place in the firm to achieve growth. Greiner, (1972) 

suggested that his theoretical growth model should be used in future studies to gather more data 

of firm growth on an empirical level. However, few empirical studies uncover the internal 

activities and processes that take place when a firm experiences growth and goes between 

growth phases. This thesis intends to do such an investigation by looking closer at the internal 

activities taking place in a firm when it goes from being small and entrepreneurial to become a 
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well-established player to thereby reaching a better understanding in the field and taking the 

research field of entrepreneurship come one step closer to the world of practicing 

entrepreneurs. 

2.4 How Organizations Develop 

In previous research, there are five main dimensions that are of important for how firms 

develop; Age of the firm, Size of the firm, Evolution phases, Revolution phases and Industry 

growth rate (Greiner, 1972; Hotamisli et al., 2009). According to Greiner, (1972) the age of the 

organization is the most important dimension when creating a model of development over time. 

See figure 1 below. 

 

Figure 1, How Companies Grow, Greiner, (1972) 

History shows that organizational practices not are the same in a firm over time and 

management problems and principles tend to change (The horizontal axis of the model’s graph, 

figure 1). As the size of the firm increases (The vertical axis on the model’s graph, figure 1), 

the organizational size, including its sales volumes and number of co-workers will also 

increase. Problems occurring and solutions to solve the same problems tend to change, i.e. 

problems in communication when additional levels in management hierarchy increase. As the 

firm ages and grows, it passes through stages of growth. In Greiner’s (1972) work, continued 

growth is called evolution which are periods that are rather smooth. Between the periods of 

evolution, turbulent periods of internal crisis take place which are called revolution. Usually 

changes in organizational practice takes place during period of revolution.  

 

http://www.google.se/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.stridenyc.com/blog/growing-scaling-tech-startups&ei=CXpUVc_NHIKusAGowoCoBA&bvm=bv.93112503,d.bGg&psig=AFQjCNH6OdfRrJ1twfcD9Ye6KpQ8UiSJlg&ust=1431685906401894
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Rather than a linear growth, used by many management scholars (Garnsey et al., 2006), as an 

example a sequence of two years expansion and one year contraction, Greiner’s model entails 

that a firm that survives a period of revolution (The non-linear sequences of the graph, figure 1) 

will experience between four to eight years of continued growth before any major setback or 

crisis appears (The linear sequences of the graph, figure 1). The growth rate of the industry also 

has an impact on the rate that the firm experiences the phases of growth. The phases of 

evolution and revolution tend to be shorter in fast-growing industries. Management practice 

used early on in smaller firms is usually not applicable as the firm grows. When entering the 

next period of growth some managers fail to adapt practices and numerous firms go out of 

business.  

 

Using the framework described above, the five factors that shapes an organization´s 

development was used by Greiner (1972) to create the model of the five phases of firm growth. 

The model of firm growth should be used by managers in a growing company and can be used 

when studying the growth and development of a firm. The model of the five phases of growth 

will be used when looking closer at a firm’s experiencing growth. Birley and Westhead (1990) 

agrees with Greiner (1972) that changes do take place in the firm as it grows, but does not 

agree that change in all firms necessarily would follow a prescribed sequence.  

 

A complete presentation of Greiner’s (1972) model, Five Phases of Growth, will be described 

in the following chapter. The description of the model will be more elaborate of the second and 

the third phase, since those are the phases that the case firm currently is going between and will 

be closely examined further on in this thesis. The remaining phases will be touched upon only 

briefly to give an understanding for the model as a whole. 

 

 

2.4.1 The Five Phases of Growth  

The five phases of growth that are shown and investigated in the Greiner (1972) model starts 

from the founding of a firm and is finalized with the most advanced phase found. This means 

that the model can be used to investigate any firm’s growth, if it is a new firm or a well-

established firm. Only speculations of what happens in the phase after the fifth phase can be 

made, since that is a phase in development yet for a company to be found in. 
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Figure 2, Five Phases of Growth, Greiner, (1972) 

Greiner (1972) argues that managers should use his model to proactively prepare for the 

changes during the firms growth. He also describes that managers in many firms are too 

focused on the external factors that might have an effect on the firm rather than considering the 

internal factors. In a hurry to see the business expand, managers often miss out on reflecting 

over questions about the firm´s history that are important for its future such as “Where has our 

organization been? Where is it now? and what does the answers to these questions mean for 

where we are going?”. Each evolution of growth needs its own type of management practice, 

therefore many senior managers tend to leave the company and new executives are recruited 

from outside the firm when the firm goes from one phase to another. 

2.4.2 Phase 1 - Creativity 

During the first phase of a firm’s existence the firm starts out as small and entrepreneurial. 

According to Greiner´s (1972) model of firm growth this initiating phase is named creativity. 

During the initial phase, focus is primarily on the creating of both a product and a market. 

There are four characteristics in the first phase of evolution described by Greiner (1972) as 

typical. The first common characteristic is that founders are technically or entrepreneurially 

oriented, which is a main reason why the firm is founded in the first place. Once the firm is 

founded, communication between co-workers is frequent and informal. The founder’s high 

level of dedication toward the firm often results in long hours of work that are rewarded by 

modest salary and promise of ownership benefit. In hope that the firm and its business idea will 
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be successful, decisions are highly sensitive to marketplace feedback and management acts as 

the customer reacts. 

 

The typical characteristics and creative activities of the first phase (creativity phase) are crucial 

for a firm to get off the ground. However, later if the firm choses to grow, the same 

characteristics that initially made the firm successful will eventually become a problem. As the 

firm continues to grow, common expansions such as, a larger production scale and an increased 

number of co-workers require knowledge about of manufacturing efficiency and standardized 

ways of communicating. Informal communications becomes an insufficient way of managing 

co-workers. New co-workers, who joined after the founders, are not motivated by an intense 

dedication to the product or the organization to the same degree as the founders. As an effect of 

the firms initiated growth, new accounting and management procedures are needed. Eventually 

the firms founders find themselves burdened with management responsibilities that they never 

wanted in the first place.  

 

The aspects mentioned above regarding the initial growth of the firm raises dissatisfaction 

among the founders. The rising dissatisfaction will eventually lead to the revolution of the first 

phase, “crisis of leadership”. During this crisis the firm’s founders searches for solutions to the 

managerial problems in the hope of experience continued growth. A question arises of who will 

solve managerial problems and lead the firm out of confusion? A strong leader who has the 

necessary knowledge and skills to introduce new business techniques is needed. Finding the 

right manager is difficult and founders often resist stepping down even though they may be 

unsuited to the job. To find and install a strong business manager that can pull the organization 

together which is crucial for the firm’s further growth and survival. 

2.4.3 Phase 2 – Direction 

According to Greiner’s (1972) model, a firm that make necessary changes such as installing a 

strong business manager and thereby manages to survive the crisis of first phase will be able to 

enjoy a period of sustained growth. The second growth phase is characterized by a directive 

type leadership, where top-level management to all strategic decision making and lower level 

co-workers follow the directives. The directive type leadership is aimed to channel co-workers 

energy more efficiently towards the firm’s development and growth. With an increasing 

growth, operations become larger than is manageable with an informal business structure. 

Changes in firm specific characteristic that commonly take place during the second phase 
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(Direction phase) evolution described in Greiner’s (1972) model are in the direction toward a 

firm with increasing structures. The most comprehensive change that occurs is the introduction 

of an organizational structure that separates manufacturing and marketing activities. As an 

organizational structure is set, job assignments at the firm become increasingly specialized. In 

addition to job assignments becoming more specialized and divided, hierarchy in the firm 

increases with the number of co-workers joining the firm. Both the increased levels of 

hierarchy and number of co-workers in the firm results in that communication among co-

workers in the firm become less personal as it structures and routines for communicating are 

implemented. As a part of implementations of new structures, budgets, accounting systems for 

inventory and purchasing, among other work standards are adopted. The new manager and his 

or her key supervisors assume most of the responsibility for instituting direction. 

 

If managers have managed to successfully implement structures and routines the firm will 

continue to grow. As the firm’s growth and the number of employees continue to increase, the 

firm becomes more complex and diverse. The directive management technique aimed to 

channel co-workers energy more efficiently towards growth in the second growth phase 

become inappropriate and difficult to successfully execute as the firm moves towards the third 

growth phase.  

 

Under a directive management, the organizational structure centralized hierarchy is present. 

Under such a management, low-level co-workers feel that they have come to have more 

knowledge of the business than managers that have become distant from the firms daily 

operations. Co-workers than find themselves in the dilemma of either: following set structures 

and routines, or taking own initiative. The dilemma co-workers find themselves in, created by 

the directive leadership style, is what triggers the next revolution, “crisis of autonomy”. As a 

response the crisis triggered by the directive leadership style used in the second phase and most 

firms move towards delegation style management. The delegation style management is more 

decentralized than the previous directive leadership style was. However, during the transition 

toward a more decentralized leadership, it is common that top-level management has a hard 

time giving up responsibilities and at the same time lower-level managers are not used to 

making decisions on their own. The solution adopted to solve Crisis of autonomy has founders 

feel they are losing control and some try to maintain centralized management methods.  The 

situation created is dissatisfying to some lower-level managers which then leave the firm. 
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2.4.4 Phase 3 – Delegation 

If changes in management style is successfully implemented, from a directive towards a 

decentralized, delegative leadership, as a response to the second revolution, crisis of autonomy, 

the firm will experience continued growth in the third growth. During the third evolutionary 

growth phase, a move toward a decentralized organization structure is the main characteristic 

that is at focus. These include that managers of plants and markets are given greater 

responsibilities and mandate to make own decisions than during the previous evolution phase. 

In Greiner´s (1972) original model he describes a key characteristic of the third phase that top-

level managers at headquarters limit themselves from acting in micro-management, other than 

managing on periodic reports from the field. However, in a commentary to his early work, 

Greiner (1998) adds that top-level managers at headquarters aren't as hands-off as earlier 

anticipated.  Sophisticated level of involvement by top-level management i.e. planning and 

communicating the organizations strategies is needed, although micro-managing units within 

the organization is still not attractive nor efficient. In order to improve and further expand 

business management often concentrates on acquiring outside enterprises that can be lined up 

with other decentralized units. Since the firm is decentralized and direction is not given in the 

same extent as before, communication from the top-level management become less frequent 

and occurs by correspondence, telephone or brief visits to the field. The extensive structures 

and routines implemented, making operation in a decentralized organization structure possible 

adding to the fact that communication occurs in formal ways and less frequent.  

 

During the decentralized, third phase, co-workers feel less dedicated to the firm and its product 

as their involvement is focused to their position rather than the firm as a whole and as the 

organization grows in size. The dedication that was a main motivation in the firms earlier 

phase, has to be replaced by other, more tangible motivators. It is therefore common that profit-

centers and bonuses are used to motivate co-workers. 

 

As a result of the measures taken during the delegation phase, top-level management sense that 

they are losing control over operations in an organization that has become diversified. 

Managers at field offices might prefer running operation without coordinating plans for 

finances or technology with headquarters. Field managers might also avoid sharing information 

of technological progress with other units in the organization. The top-level manager’s sense of 

lost control sets the firm in the next phase of revolution, crisis of control. The crisis of control 
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results in top-level management trying to find measures to regain control and try to centralize 

the organization again. Attempts to centralize the firm, where co-workers have become used to 

a decentralized organization, rarely succeed. Instead firms that move ahead and find new 

solution for the organizational structure. Usually coordination techniques is manage the 

complex organization and the firm is enters the transition toward the fourth phase of evolution, 

“coordination phase”. 

 

Following, the fourth and fifth growth phases will be presented. However, since these phases 

not are the focus of this study, they will only be described in their essence with some typical 

characteristics. 

 

2.4.5 Phase 4 – Coordination 

If the firm manages to solve the revolution, crisis of control, of the evolved from the third 

growth phase, it will enter the forth evolutionary phase of growth, coordination. Main focus in 

the fourth phase is the use of formal systems for achieving greater coordination which top-level 

management take responsibilities for initiating and administrating. Other characteristics are 

decentralized units are merged into product groups and capital expenditures are carefully 

weighted across the organization where each product group is treated as an investment center.  

 

Co-workers are hired and located at headquarters to initiate planning procedures and 

companywide programs of control of line managers. Certain technical functions are centralized 

at headquarters, while operating decisions remain decentralized. However managers learn to 

justify their actions to headquarters. A lack of confidence between headquarters and the field as 

well as line managers and staff appears. The many systems exceed their usefulness and the firm 

encounters a phase of “red-tape crisis”. 

2.4.6 Phase 5 - Collaboration 

Where fourth phase was managed through formal systems, the fifth phase emphasizes 

spontaneity in management action where quick problem solving through team collaboration 

and interpersonal diversity is at focus. Self-discipline replaces the formal control practiced in 

the fourth phase. The fifth phase builds around flexible and behavioral approach to 

management. Formal control systems are simplified and real-time information systems are 

integrated into daily decision-making process. Experimenting with new practices is encouraged 
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throughout the organization. Co-workers motivations are set up as economic rewards aimed 

more towards team performance than individual achievement. 

 

In Greiner’s (1972) model, there are no definite findings of what occurs after the fifth phase 

since this is as far as it has been possible to study firms. However, Greiner (1972) speculates 

that a dual organizational structure might be necessary for continued growth, one for work and 

one for reflection and personal enrichment. In the commentary on the model, Greiner (1998) 

speculates differently around a possible additional phase.  The main idea is that crisis of top-

level managers realizing that there is no further solution for further internal. The firm might 

start searching for external partners to continue grow or find a larger organization to be 

acquired by. 

2.5 Summary of Theory 

In the entrepreneurship field of research measurements of firm growth is fragmented and there 

is therefore no single theory of firm growth (Achtenhagen et al., 2010). The most commonly 

used measures of firm growth measure the outcome of growth rather than to process of 

growing in itself. If a firm survives past the start-up phase it will have the chance to grow. As a 

part of the transformation when it goes from being small and entrepreneurial to becoming a 

more professional, the firm will encounter phases of growth. Literature on firm growth that 

exists mainly covers the growth of already established firms and how the external environment 

affects its growing (Muhos, et al., 2014). With Penrose’s resource-based theory as a basis, 

Greiner (1972) created a model of firm life cycle, passing through phases when it goes from 

being small and entrepreneurial to become a well-established player. Greiner’s model shows 

that the firm experiences different growth phases of evolution, which is interrupted by internal 

crisis, revolution. 

Greiner (1972) suggested that his model should be used by managers to act proactively on the 

changes during firm growth. Yet, Greiner’s (1972) model and its proposed phases have never 

been empirically documented. There is a lack of empirical studies, showing what is really 

going on in the different phases as previous research has been focused on the aggregated level.  

 

Through a qualitative study of a firm, with a theoretical framework drawn on theory with base 

in Penrose’s (1995) changes of internal activities in firm growth and Greiner’s (1972) model 

of phases of growth, this thesis will add to understanding of which activities take place in a 
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firm when it goes from being small and entrepreneurial to become a well-established player. 

By adding to the understanding of what changes in internal activities take place in a firm when 

it goes from being small and entrepreneurial to become a well-established this thesis lessen the 

gap in of research in the field of growth of firms.  

3 Method 
3.1 Research Design 

A research design is a plan for how the study will be carried out (Yin, 2003). This thesis uses a 

qualitative single-case method in order to examine a case firm and get deeper understanding for 

what activities take place in a firm when it goes from being small and entrepreneurial to 

become a more established player. The first step in this thesis was to determine in what growth 

phase the case was in at the time. This was done by drawing upon the presented theoretical 

framework of this thesis together with a pre-study at the case firm. The pre-study was 

conducted using a general interview guide where the firm managing director was interviewed. 

The intention of the pre-study was to gain understanding of what phase the firm was in and 

thereafter examine the particular phase closer. By looking at the firms yearly reports, where 

resent strong increase in both employees and in turnover was apparent, a qualified estimate was 

made that the firm’s current phase was between the first and the third growth phase. Thereafter 

a further literature review was done where deeper understanding of specific characteristics to 

growth phase one, two and three where gained. From the knowledge gained a new interview 

guide was created, with the characteristics of the specific phases in mind, to better interpret 

specific characteristics when presented during the interview, to gain better understanding of the 

firms current phase.  

 

Secondly, when the current phase of the case firm was determined I went back to the research 

literature. An exploratory approach to the study was chosen since its measures are valuable 

when seeking new insights and finding out what is happening (Robson, 2002). The aim of this 

exploratory approach was to get a clearer understanding of what internal activities takes place 

in a firm when it grows and if the theory similar factors. After the particular phase had been 

closely studied, a set of categories, based on the most prominent discussed areas in Greiner’s 

(1972) model, were designed to be the base for the interview questions. The categories were; 

organizational structure, top-level managers, management focus, communication and 

motivation. These categories were used to create an interview guide in order to make sure that 



16 
 

all categories were covered during the interviews. However, long interviews were held with 

rather open questions, leaving room for the interviewee to elaborate deeper. The semi-

structured in-depth interviews were conducted at the case firm. Between the interviews the 

interview guide was adjusted to clarify questions. The main collection of data was done to 

answer the posted research question, i.e., to be able to identify and understand the underlying 

changes and processes occurring when entrepreneurial firms goes towards becoming a more 

established organization. All interviews were recorded and transcribed, which resulted in 56 

pages of transcription. The transcriptions of empirical findings collected were then analyzed 

together in connection with literature, including the categories in the theory and then compared 

to the interviewees with each other’s. After the empirical findings were analyzed in context to 

literature, conclusions were drawn upon them.  

 

3.2 Literature Review 

Serving as a starting point for the thesis a literature review was conducted in order to work with 

the purpose in an adequate way (Patel & Davidson, 2003). In order to cover relevant literature 

searches on new firm growth was done on journal search engines online such as: Business 

Source Premier, JSTOR and Google Scholar. These pages were chosen as they granted access 

to scientific papers, recognized reports, books and authors. By reading research articles, 

journals and reports, my understanding of firm growth was deepened and the theoretical 

foundation of this thesis developed. Three articles serve as a solid base of well renamed and 

cited, related to firm growth: Garnsey, E. 1998. A theory of the early growth of the firm, 

Industrial and Corporate Change, / (3): 523-556, Garnsey, E., Stam, E., and Heffernan, P.  

2006. New firm growth: Exploring processes and paths. Industry and Innovation, 13 (1): 1-20, 

Greiner, L.E. (1972) Evolution and revolution as organizations grow: A company’s past has 

clues for management that are critical for future success. Harvard Business Review, July-

August: 37-46. Indeed,  Garnsey (1998) and Garnsey, et al., (2006) were chosen as a base for 

the study due to its well established theoretical reasoning on internal activities in early firm 

growth. The presented framework is well recognized and has been cited more than 350 times 

respective 200 times by other researches. Well established models describing phases a firm 

encounters during growth, such as Lewis and Churchill (1983) does exist. However, for this 

study Greiner’s (1972) work was chosen as the main theoretical framework since it includes a 

model that describes the phases of growth for the entire lifespan of a firm. Greiner’s (1972) 

work has been cited more than 4000 times by other researchers and is still feasible today. The 
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current study relies heavily on this well established theory of growth phases in its search of 

understanding the underlying factors driving firm growth. Furthermore, the literature review 

reviled the lack of theory building, concepts and empirical studies on firm growth. Although a 

lot of literature exists on firm development there are only a few studies that have examined 

what actually occurs when firms take the step from being a more entrepreneurial start-up to 

become an established firm.  

3.3 Data 

In order to meet the purpose of this study a firm currently experiencing transition from small 

entrepreneurial firm to become more established was chosen as a case firm. The case firm was 

selected on the basis of the following criteria: size, age and the fact that it still was in a growth 

transition between a small entrepreneurial firm to become more established. From the above 

criteria, the firm Enjoy Wine & Spirits AB was chosen. The firm was between the second and 

the third growth phase of Greiner’s (1972) model. The firm has been active for several years, 

yet is still experiencing growth. The firm is in the wine and spirits import industry which has 

grown rapidly the past few years. The firm started its operation in 1995 and has during the last 

three years increased its number of co-workers from 25 to 36. Between the same years the firm 

almost doubled its turnover from 275 million Swedish crowns to almost 500 million 

(ww.allabolag.se). 

 

Initial contact with the firm investigated in this study was through personal contact. The status 

of the chosen firm of study made it possible for informants to describe the transition between 

growth phases as. Both members at management level and employee level at the firm were 

chosen to be informants for this study. This was to make it possible to collect a more complete 

picture of the firm’s growth situation. Interviewees were carefully selected in order to gather as 

complete picture of the firm’s growth as possible. Interviewees were chosen from different 

hierarchy levels and business areas in the firm. Choosing a diversified group of interviewees 

the study was prevented from receiving data of only ”good news” from managers and “bad 

news” from employees. This resulted in a more complete picture of the situation studied 

(Eisenhardt & Graebner, 2007). 

 

3.3.1 Primary Data 

The primary data collection of this thesis came from in depth interviews. More specifically, 

qualitative, semi-structured interviews were used to get access to the knowledge. By solely 
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using face-to-face interviews as data collecting method, it was possible to get a deeper insight 

of the respondent’s reasoning, body language, as well as attitude and tone. Information that was 

gather wouldn’t have been possible through other data collecting methods such as telephone 

interview or surveys. Through this data collecting method it was possible to identify patterns as 

well as grasp complex open-ended ideas of firm growth (Saunders et al., 2012).  

 

To conduct the pre-study, i.e. the process of deciding the current growth phase of the case 

study firm, a general interview guide approach was used. The reason for this is to ensure that 

the same general areas of information were covered and collected during the interview, but also 

still allowed for adaptability and freedom. The general interview guide method allows the data 

to be collected but still offers some flexibility concerning interviewee’s responses (Gall, Gall, 

& Borg, 2003; McNamara, 2009). The pre-study was conducted by interviewing the firm MD 

and one of the managers. Before the interview started a presentation of the current thesis was 

given to clarify its research aim. The interview went on for approximately 30 minutes; where 

the basic theoretical framework was presented to the interviewees to get a response of which 

characteristics of what phase they felt currently fitted their firm.  

 

For the second round of interviews, the main collection of data, 15 semi-structured face-to-face 

interviews were held. Out of these 15 interviews, 14 were individual interviews. The remaining 

interview was a group interview consisting of two interviewees from the firm. The interviews 

were made individually to the extent it was possible to be able to catch each interviewees 

independent idea and to clearer comprehend the answer of the interviewee. 
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Interview  Title Time in 
Minutes 

Date 

S1 + S12 MD + Manager 30 1/4. 
Source 1 Manager 40 8/4. 
Source 2 Co-worker 30 8/4. 
Source 3 Co-worker 30 8/4. 
Source 4 Board 

Group 60 
8/4. 

Source 5 Co-worker 8/4. 
Source 6 Co-worker 45 9/4. 
Source 7 Manager 45 9/4. 
Source 8 Co-worker 60 10/4. 
Source 9 Co-worker 50 10/4. 
Source 10 Manager 40 10/4. 
Source 11 Co-worker 40 13/4. 
Source 12 Manager 45 13/4. 
Source 13 Co-worker 30 14/4. 
Source 14 Co-worker 30 14/4. 
Source 15 Manager 40 17/4. 
Source 16 Board 30 17/4. 

Table 3, Interview sources 
 

Among the interviewees were two members of the executive board, four were at manager level 

and the remaining 10 of the interviewees were at operational level in the company. Three of the 

interviewees were also part-owners. The persons interviewed in this study differed in some 

ways. Their hierarchy-level within the firm varied and there was a difference in their years of 

employment in the firm. One of the partners had been active since the firm started 20 years 

earlier whereas the interviewee who has most recently joined the firm has worked there for 7 

months. A diversity among the interviewees was desirable to minimize the risk of one-sided or 

biased answer and could therefore hopefully provide a more complete and accurate descriptions 

of the firms growth.  

 

Prior to the semi-structured interviews, an email with information about the thesis and a short 

description of the main categories to be discussed at the interviews were sent to prepare the 

interviewees and hopefully receive concrete descriptions and examples on the matter in return. 

The interviews were held in a meeting room in the firm’s office space, to convene the 

interviewee and take away any possible stress factor that could affect the results (Trost 2005). 

The rooms were booked in advance to avoid possible distractions during the interviews. Before 

the interviews started, an explanation of the purpose and format of the interview including 

timeframe was presented (McNamara, 2009). Interviews were held in the interviewees mother-
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tongue, Swedish, to avoid misunderstanding due to language barriers and thereby eliminating a 

factor that could have an impact on the result of data collection. The interviews were spread 

over 6 days during a 10 day period, with no more than 4 interviews were held in the same day. 

The schedule with spread out interviews was made to make sure that the interviewer’s 

concentration was maintained to ensure the quality of the interviews. 

3.3.2 Secondary Data 

Additionally, secondary sources such as yearly reports, employee records and records of other 

firm activities such as routine descriptions were analyzed in addition to the interviews in order 

to triangulate multiplied sources of data. The secondary were used to determine that the firm 

had experienced recent growth, the firm’s current growth phase and used to confirm the 

findings in the interviews. 

 

3.3.3 Data Analysis 

Analysis of the empirical data collected was necessary to be able to find patterns and draw 

conclusions from the findings. All interviews were recorded and transcribed to prevent 

information to going missed. The transcriptions from the different interviewees were than 

compared and analyzed. The transcription of empirical findings was divided into the 5 different 

categories. The finding from each interviewees of a specific category was then compared with 

first of all the literature and theory, and afterwards with empirical results from other 

interviewees. Processing and analysis of the qualitative data was done through comparing the 

transcription of empirical findings to existing literature and theories. The interview guide used 

for data collecting consisted of categories based on the elaborately described factors important 

during firm growth according to Greiner’s (1972) studies. The semi-structured interviews 

method made it possible to collect data concerning each category from each interviewee. Since 

the data collecting method was fairly free, a thorough sorting of the data collected was 

necessary before it could be analyzed (Bryman & Bell, 2011). Finally patterns conclusive with 

theory studied, and additionally patterns of categories not existing in previous theory was 

analyzed and conclusions were drawn. 

3.4 Validity and Reliability 

In order to strengthen the reliability of the results gathered and analysis drawn some measures 

were taken. All interviews were held at the interviewee’s workplace, a familiar setting to the 

interviewees (Trost 2005). Before the interview began, a presentation of interview setup 
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including and its purpose was clarified further. Measures were taken to minimize the impact 

common weaknesses related to in-depth studies. Participant and observer bias was taken in 

consideration during the interviews and secondary sources, such as yearly reports, routine 

descriptions were used to enable to triangulate the data collected. However, the results were 

gathered and analyzed by the interviewer and this will have implications on the outcome of the 

results. The interviewer might have subconsciously chose to collect some data and not other. 

Secondary sources were therefore of importance, to verify the interviewers analysis. In order 

for the interviewer to keep focus through all the interviews, a schedule was made to spread out 

the interviews over several days. The chosen method for data collection is semi-structured 

interviews to capture and explore a dynamic setting. Empirical results from semi-structured 

interviews reflect the reality at the specific time they were collected. The context they act in 

can change over time and semi-structured interviews are therefore not meant to be replicable 

(Saunders et al. 2012). The value of choosing an in-depth research method was to explore the 

complexity of the internal activities during firm growth. An attempt to ensure that the study 

becomes generalizable would be unrealistic and also undermine the strength of the method 

chosen (Saunders et al., 2012). Even though the generalizability of this study is not very likely, 

some factors concerning firm growth might be adaptable and used by managers or when 

studying other cases. However, the empirical data is specific to a single case and therefore 

general assumptions of any kind made through the analysis are only assumptions. The study 

does not aim to reach generalizability but rather add empirical depth to an existing field of 

study. 

3.5 Limitations 

The choice of method for data collection has limitations that might be difficult to come by, 

such as bias related to interviewers values, interviewees relations to the firm and its situation. 

Informant’s perception of firm growth is more relativistic than absolute, since there are 

different interpretations of the scenario. It is therefore the interviewer’s job to interpret the 

empirical data and form a conclusion of what has been found. Since the study is based on the 

informant’s perception the interviewees reality of firm growth, personal values connected to 

the firm’s situation will not be a problem in this case. There is a hazard present of receiving 

positive information and “good news” about the firm from informants at management level 

(Saunders et al., 2012). By interviewing informants on management and co-worker level this 

study hopes to reduce the impact of this limitation. This master thesis has limitations of time 

frame and the number of interviews is limited to that. 
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4 Empirical Result 
During the pre-study it became clear that the case firm is in the second phase of Greiner’s 

model and shows some characteristics that are typical for the third phase. Characteristic 

changes when a firm crosses from one phase to the other are according to Greiner’s model as 

following; organizational structure, top-level managers, management focus, communication 

and motivation. All of the categories will be described in the empirical results. 

4.1 Organizational Structure 

The case firm was founded 20 years ago and for many years it was a small firm with only a few 

people running the business. An entrepreneurial spirit within the firm was what made the 

business grow (Source6, Source8, Source12).  “The firm was driven to provide quality in both 

product and the way we did business” says Source 12. Focus was on developing and selling a 

product that would fit the market. ”We aimed to build an organization where we dared to 

challenge ourselves” (Source12). In the beginning, the firm was a group of friends having fun 

rather than a well-run business (Source5, Source6, Source11, Source13).  Procedures on how 

decisions should be made did not exist and therefore most decisions were made fast and on a 

gut feeling (Source1,Source8, Source12), “it was more rock’n’roll then” (Source6).  Decisions 

were commonly made together with co-workers in the corridor and in the coffee room 

(Source4, Source8, Source11, Source12). If the decisions backfired, new ones were made 

without any structured way of investigating what should have been done differently 

(Source12). Strategies or structures for how business was to be conducted in the firm did not 

exist. Routines did not characterize the entrepreneurial firm (Source12). The firm worked on 

every new assignment that showed up without any rational selection (Source6). Business 

scopes changed due to the market and opportunities (Source1, Source8, Source12). The people 

in the firm all worked together as one team (Source6) and there was a strong feeling of 

togetherness where everyone was involved in everything (Source5, Source8, Source11, 

Source12).  ”The job assignment was a combination of: purchaser, product manager, sales 

manager, marketing manager, logistics manager, human resource manager” (Source8) and no 

assignment was too good or too bad for anyone (Source5, Source6, Source11). Source8 stated 

that it sometimes felt like the firm wasn't working in the same direction and that “it sometimes 

felt like one person was rowing the boat, and the rest of us were just watching” (Source8). With 

this way of operating, all co-workers being part of all works assignment and decision making, 

everyone in the firm felt like they had an influence on the firms direction and all co-workers 

were highly dedicated to the firm and being a part of it (Source8, Source12). Everyone being a 
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part of everything also made the lack of clear leadership more evident as the firm grew and the 

number of co-workers increased (Source1, Source8). As the number of co-workers increased, 

the informal communication that had been efficient at an earlier stage started to show its 

deficiencies. It wasn't possible to make decisions during a coffee break or in the hallway 

(Source8, Source12). However, the set of values and culture that had emerged during the first 

years of the firm’s founding would appear to be important for both its market competitiveness 

and its growth (Source1, Source2, Source7, Source8, Source12, Source16). One reason that the 

firm’s culture and entrepreneurial spirit was maintained was mainly due to the Managing 

Director (MD) remaining in his position in the firm through the transition from the first to the 

second phase of growth which gave a sense of stability to the co-workers (Source8, Source12, 

Source16).   

4.2 Present Organizational Structure 

The firm’s current growth phase started about 2 years ago, in 2013. Since then the company has 

almost doubled its co-workers (www.allabolag.se). As a result of this increase in personnel, a 

different organizational structure was necessary (Source4, Source12).  An increase of structures 

was not what the co-workers in the firm wanted at the time, but most realized that “change was 

a necessity rather than a choice” (Source12). The current organization structure was mapped 

out (Source1, Source8, Source12). A more centralized structure based on functionality rather 

than personality had to be implemented (Source8). The firm went through changes regarding 

strategies and structure which has led to a more professional way of doing business (Source7). 

Before the structural changes, the firm was “like a boys team in soccer; where everyone was 

running towards the same ball”. After the changes it became more structured and the firm 

started working like a real team, with forwards, midfielders and defenders” (Source4). 

 

The owners are at the top of the organizational structure with a board of directors beneath them 

and a MD answering to the board. The MD works closely with the Management Group (MG) 

which consists of 6 people, one manager from each business area within the firm. The MG set 

guidelines of an operational strategic character that will affect the firm and its direction. The 

manager of each business area is responsible for a group of co-workers and communicating 

decisions and directions from the MG (Source1-16). The business area manager is also 

responsible for the procedures, expansion and co-workers within his or her business area 

(Source8, Source10, Source12). As long as the business area manager’s decisions are in line 

with the firms goals for transformation and do not exceed the budget set by him/her and 
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approved by the MD (Source1, Source12) the area managers have no restriction of authority 

when it comes to decisions in the daily operations. The business areas became divided into 

separate units and responsibilities became clearer. However, Source5 says that separating into 

business areas created a feeling of “we and them” (Source5). Source12 on the other hand says 

that since the structural changes the firm as a unit is working more collectively for the same 

goals and therefore there is more of an “we and we” feeling today (Source12). Even though the 

organizational structure has become more hierarchical (Source6), the firm organization is still 

fairly flat (Source2, Source7, Source9) and there is a “very small step from co-worker to MD” 

(Source1). “We all talk on a daily basis in the office or over the phone” (Source14). 

 

The firm has made several structural changes and it is still undergoing transformation 

(Source10, Source12). The changes that have been made within the last 2 years have started to 

fall into place approximately 6 months ago (Source1, Source14). During the last two years the 

firm’s growth has been characterized by structural changes that have been implemented, the 

structure of the firm has become clearer, especially when it comes to responsibilities (Source7, 

Source10, Source14). Never the less, the firm is still mainly driven by an entrepreneurial spirit 

rather than structures (Source12) and some say that the firm still doesn’t have a sufficient 

amount of structures, strategies and routines today and will need to further implement new 

structures to be able to cope with the growing number of co-workers (Source1, Source7, 

Source8, Source10, Source12). 

 

A number of interviewees see the importance of keeping a balance between implementing 

routines, processes and the entrepreneurial firm, “We do not want to become, the large 

corporation” (Source7, Source10, Source12). The firm aims to stay entrepreneurial and act fast 

on business opportunities though in a structured manner (Source10). Several of the 

interviewees agree that one of the biggest challenges for the firm for the future is to maintain 

the firm’s core values, joy and the entrepreneurial spirit as the firm continues to grow (Source1, 

Source5, Source6, Source8, Source11, Source12). Both Source8 and Source12 describe that 

there is a limit to how many people can be added on to an organization before problems emerge 

and that the firm needs to change to enable continued growth (Source8, Source12). 

4.3 Top Management Style  

Until about 10 years ago, all visions and goals of the firm were set by the partners and were 

based on their emotional and personal expectations. An executive board didn't exist (Source10, 
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Source12). The partners decided to form an executive board and recruit external board 

members to create a board to work objectively in the firm’s interest (Source4, Source12). A 

management group, composed of the manager of each business area, was formed. Its main 

purpose is to discuss and make strategic decisions with the visions and goals of the executive 

board as base and then channel directives down to all co-workers (Source12). The work of the 

management group has gradually grown, become more established and professional (Source10, 

Source12). Before the executive board was formed, the firm lacked strong leadership, 

competence and strategies, nevertheless there were high ambitions within the firm (Source8).  

 

The firm’s managing director (MD) has been in the firm since its founding. Most interviewees 

recognize that the MD has played an important role in the company’s history (Source1, 

Source4, Source8, Source9, Source12). Source2 says that he is what has made the company 

what it is and he was capable of performing all roles in the firm and was “an ideas man” 

(Source2). The MD was responsible for carrying out the goals and visions of the partners at his 

best ability (Source12). The firms direction and business was strongly influenced by the MD 

and whom most of the creativity, responsibility and power was centered around (Source1, 

Source2, Source11) and at times the firm could be characterized as an ”one man show” 

(Source8, Source12, Source16). He was capable of doing all work assignments in the firm to 

some extent (Source2, Source8, Source12) and many business opportunities were approached 

based on his gut feeling and fast decision making (Source1, Source7, Source12). Previous to 

when the structural changes were implemented the MD did not have time for managing tasks 

(Source2, Source4). It became apparent that when the MD and other managers lacked time or 

competence to fulfill their leadership tasks, that the organization beneath them suffered 

(Source6). During the year, when the structural changes on management level were being 

implemented, all managers participated in leadership training and courses. The absence of 

managers in some departments was so great that co-workers did not have a leader to turn to for 

help (Source2, Source5), “our superior was gone so much that we didn't know whether to laugh 

or to cry” (Source2). The work of restructuring the firm’s organization has taken some time and 

Source2 and Source5 are of the opinion that it has been stressful for the co-workers. Others 

also see that some changes might have made operations less efficient and have had the opposite 

effect than was originally planned (Source6). After the structural changes two years back the 

MD is now foremost working with leadership tasks and it has become a significant difference 

for the better according to Source2 and Source6.   
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“It’s not unusual that the MD gets replaced during growth when the firm changes phase, but in 

this firm the MD has always been the same person. The MD has been forced to make structural 

changes to both the firm and his own way of operating. In that sense, the changes have had the 

greatest impact on the MD. “He was originally involved in every detail from the start of the 

firm, in contrast to today where he still runs the firm, but in a different form and has to work 

with delegating to others” (Source4).  

 

In general the top-executives make the decisions to continuously improve the processes, 

routines and strategies throughout the firm (Source1, Source12, Source7). Some interviewees 

say that decision making on all levels in the firm has become, but needs to become more 

professional and based on a commercial mindset rather than an emotional mindset (Source7, 

Source12). The top-level executives limit their managing, but are involved in detailed decision 

making such as new brands and choice of producers etcetera (Source10). A possible strategic 

choice of the coming growth could be that more functions within the firm become outsourced 

(Source7, Source12).  

 

During the last year the structures, processes and leadership of the firm has improved and plans 

are to continue developing the firm into one with more structures. Top-level executives have 

come to the insight that changes in structure and leadership within the firm are necessary to 

maintain growth and take the firm to the next phase (Source8, Source10, Source16). 

Implementation of functioning structures is the only way to maintain growth and development 

of the firm in a controlled manner (Source12, Source16). 

4.4 Management Focus 

Before the restructuring of the firm the main business focus had been on developing and selling 

a product that would fit the market. It was of importance for the co-workers in the firm that the 

business was based on passion and knowledge of the product (Source8, Source12). The success 

of the business was not of the same importance and Source12 says that “Other firms may be 

built on knowledge in business and not the product; our firm is based on product knowledge 

where the business aspects and formalities are being built on now” (Source12). Structures and 

routines are being built into the firm to ensure that business is done according to the firm 

guidelines (Source12). 
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Previous to the firm’s restructuring, hiring of new co-workers had mainly been done through 

personal connections and networks. This led to co-workers becoming responsible for a role in 

the firm that he or she wasn't suited for; this was not in the firm’s best interest but due to lack 

of other choices these co-workers still had the job (Source5). Some of the interviewees 

described that there were cases where co-workers should have been excluded from the firm 

early on, if they only were in the firm because of personal ties to the firm since way back, 

rather filling a need in the firm (Source1, Source7).  

 

In order to map up and implement work processes, co-workers were hired based on skills and 

competences that the firm needed, rather than friendship or connections, which improved the 

competence and professionalism in the company (Source1, Source7, Source8, Source10, 

Source12). At this point, a number of the interviewees got the feeling the company was no 

longer a group of friends having fun (Source2, Source8). Many new members were added to 

the team on short notice and there was no chance of introducing them to all of the corporate 

culture at once (Source6). The corporate culture changed as well as the seriousness of the 

business (Source2, Source6, Source8). One of the difficulties has been to make structural 

changes and keep them implemented and not fall back into old patterns (Source1, Source6, 

Source7). Today there are routines for describing how all work is to be executed, but not 

everyone at the firm follows them (Source5). Some people at the firm keep doing the job “as it 

has always been done” (Source5). A factor that might help implement these work routines are 

that there are now a number of new co-workers in management positions with experience from 

more structured companies that have ”competencies how business is done based on rational 

decisions rather than on gut feeling” (Source1,Source7, Source11). The most driven persons for 

structural change were two new business area managers with years of experience from larger 

more structured firms that were hired a year ago (Source7, Source10). 

 

Three main strategical guidelines for expansion have been decided by the board and discussed 

by all interviewees (Source1-16). The three expansion areas are: to create their own brands and 

make it a larger part of business and revenue, the firms export business should become a larger 

part of the business and business areas that today are used mainly as a ”window-display” 

should become viable business areas as well (Source4, Source12, Source15). These main 

expansion areas seem to have been communicated in all hierarchical levels throughout the firm 

in a clear way since all interviewees perception on the firms expansion was coherent with the 

ones of the executive board. These goals are stressed with greater importance by the MD and 
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mangers as current expansion areas than other co-workers do (Source1, Source7, Source10, 

Source12). All interviewees also explained that, to succeed with the work in the main 

expansion areas, the marketing department has to become a central business unit (Source1-16). 

Much focus, time and man-hours have been put into further developing the marketing 

department in order to help the firm’s expansion areas grow (Source1, Source10). 

 

4.5 Communication 

Communication among co-workers at the firm has been informal and direct since the firm was 

founded (Source1, Source12). However, after the restructuring, some of the interviewees say 

that much less communication and decision making is done in the corridors or coffee room 

today (Source1, Source7, Source12) whereas others say that some of the firm’s communication 

is still done in the corridors and coffee room, even though they are trying to get away from it. 

With an open-plan office space, all information was overheard and spread directly between all 

co-workers before but today it is only those sitting nearest to each other that will receive 

information in this matter (Source3, Source6, Source11). Source1 says that informal 

communication among co-workers concerning non-job-related topics can be good in order to 

keep the spirit up at the workplace (Source1) however it creates problems when job-related 

information is spread, sometimes too early, too much or not enough that was meant to be 

communicated to co-workers in a structured way. Information can be misinterpreted and co-

workers might miss out on information meant for them or receive information not intended to 

reach them (Source1, Source7, Source15). 

 

Formal procedures have been implemented on how information should be communicated to co-

workers. Examples of these information sharing forums are: Monthly meeting with all co-

workers at the firm, bi-weekly meetings with the management group members which are more 

strategically focused, and each business area has internal meetings weekly or bi-weekly 

(Source1-16). Some interviewees also share the opinion that the mandatory breakfast that 

occurs each Friday is a good forum for gathering and sharing information (Source1, Source3, 

Source8, Source9, Source10).  

 

The monthly meetings were earlier mainly focused on past achievements and the present 

challenges. More recently they have become more structured and organized where focus has 

shifted from reports of the past to plans and projections of the future (Source1, Source12). The 
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monthly meeting is the forum where the managers mainly share decisions of new directives to 

co-workers regarding the entire firm’s direction (Source2). The meeting’s importance has 

grown as the firm has grown and functions have become more divided (Source4). Some have 

the opinion that communication from top-level management to co-workers needs improvement, 

as well as larger changes in structures and instructions to better gain approval throughout the 

firm before they are made (Source6). Hidden information, even confidential information, can 

create a lot of speculation among co-workers at a firm and the focus becomes directed to it. The 

firm has until recently eliminated the issue by informing co-workers in all matters (Source9). 

With the structural changes made, some co-workers feel excluded from some of the 

information that is spread (Source6) whereas some interviewees have the opinion that more 

information than necessary is given to co-workers at times (Source1, Source7, Source10, 

Source12) and that there even is “an naive level of trust to all co-workers” (Source7, Source9). 

A question that Source9 and Source10 comments is “How can everyone be included in 

everything and why?”. 

 

The restructuring of the firm changed the way of communicating and spreading information 

within the firm. Today the firm’s intranet provides either the information needed or a clear 

distinction of who to approach to gather information in the matter (Source1, Source3). After the 

structural changes and reporting routines were implemented, and as an effect of the changes in 

information flow, people in the firm were unaccustomed to not being as informed in all matters 

as before (Source4). However, reporting routines and clear delegation of responsibility reduced 

the level of stress at the workplace (Source4). It is difficult to maintain the same information 

flow when the number of people involved is increased (Source6). Today co-workers might feel 

more dedicated to their specific position rather than to a part of the firm, as some did before 

(Source6).  

 

Routines for communication and reporting were necessary to develop and maintain for growth 

of the firm (Source4). There are clear routine descriptions for how communication should be 

handled within the firm. However some tend to neglect these routines and fall back in previous 

patterns from before and “do as they always have done” (Source5). The increase of people in 

the firm forces change in how routines of internal communication are handled (Source4). One 

of the major challenges with firm growth is that the flow of information becomes too large to 

handle (Source8). Source10 states that even though the firm grows and needs routines for 
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communication, it is important to remember it is a relatively small firm and open one-to-one 

communication is still possible and important (Source10).  

 

A number of interviewees have had the perception that the previous lack of clear areas of 

responsibility led to that some information tended to “fall between the cracks” (Source1, 

Source2, Source9, Source10). Some interviewees also have the opinion that the internal 

communication needs improvement and that understanding across business units would 

increase with improved internal communication (Source6). Yearly kick-off meetings have been 

used as an attempt to have all co-workers gain more knowledge of other business areas of work 

and the challenges they meet and to create an overall understanding for others work within the 

firm (Source1, Source2, Source6). 

4.6 Motivation 

When asked to describe the methods used to motivate co-workers, the interviewees to a large 

extent described soft values as things that motived them and others. Monetary compensation 

was discussed during the interviews but the main focus was on soft values (Source1-16). Salary 

is paid to all co-workers and the salesforce and key co-workers receive additional bonuses for 

targets reached and specific performance achieved. Source6 says that a collective bonus would 

motivate co-workers to work harder as individuals and better together as a unit (Source6). The 

firm has never been “the best paying company in the industry” (Source10). The firm tries to be 

on a salary level that is above average for the industry but not the highest (Source10, 

Source12). The focus is to attract individuals motivated by the corporate culture rather than a 

high salary (Source4). Some of the more graspable things that has seen as motivating by co-

workers are things like possibility to participate at trade fairs abroad or visiting producers 

abroad (Source1, Source6). Social events planned by the firm are seen as motivation to stay at 

the firm (Source9, Source14). Co-workers are allowed to work-out during office hours and can 

arrive later in the morning due to working out (Source2). Massage is offered once a week at the 

office as a benefit (Source9, Source11). Co-workers are also encouraged to cook their lunch in 

the office kitchen using the products sold by the firm (Source2, Source12). All co-workers feel 

like they are an important part of the firm and their contribution makes a difference (Source5, 

Source8). Some interviewees say that they are motivated by the good working environment and 

to work for a firm that aims to be innovative and visionary (Source4). Other interviewees 

explain that they take pride in working for the firm and that the brands it represents is a source 

of motivation (Source5, Source7, Source8). The co-workers at the firm celebrate their 
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successes, for example music is played in the office if a co-worker wins a bid for a new 

business opportunity (Source1). It is important to occasionally stop for a moment to recognize 

and celebrate when something good has been achieved in the firm (Source5, Source8, 

Source12). 

 

Source6 says that company trips have been a good opportunity for team-building among the co-

workers but with the firms growth the quality of the trips has dropped (Source6). “Early on, 

during trips, all co-workers ate dinner together that the firm paid for which raised morale and 

increased the sense of togetherness among co-workers. As the firm grew, co-workers were 

instead given a travel allowance to cover expenses during the trips. Not only did this lose a 

chance for team building and the increased bond among co-workers but the firm also lost 

competence since co-workers were less keen to participate at trade shows (Source6). 

 

Source7 argues that rewards becomes extra important when the firm goes through periods of 

growth and that it is important to not take anyone in the firm for granted. Unfortunately it is 

common to forget the importance of the business units that do not create revenue such as 

logistics and finance (Source7, Source8). Source1 says that the motivation methods used in the 

firm today seem to work well since people in general stay in the firm for a long time. Apart 

from this there are people “knocking on our door” and want to work for the firm, including co-

workers of competitors (Source1).  

5 Analysis 
Empirical findings were mainly of characteristics from the second and third phases in Greiner’s 

model. After the empirical findings were analyzed it was indeed the following categories 

described by Greiner’s model that were of main focus; organizational structure, top-level 

managers, management focus, communication and motivation. The above mentioned categories 

were analyzed and are presented in this chapter. 

 

5.1 Organizational Structure 

The firm was founded by friends, driven by an entrepreneurial spirit and creativity. In line with 

characteristics of Greiner’s (1972) model in the initial phase of growth, the founders foremost 

acted on their knowledge of the product and the industry. The firm’s organizational structure 

was, as Greiner’s (1972) model states, informal. Limits and drivers in the initial phase of 
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growth were coherent with those of Greiner’s (1972) model. The hierarchal organizational 

structure that was set up a few years back is a characterized in the second phase in Greiner’s 

(1972) model. However, tendencies of a need for more decentralized leadership, as discussed in 

Greiner’s (1972) model third phase, has shown true. 

  

With the individualistic characteristics and informal setting of the small entrepreneurial firm, a 

lack of leadership became obvious. Management structures were enforced to improve 

leadership. However, the firm aimed to keep individualistic and entrepreneurial characteristics 

of the initial phase and simultaneously introduce further structures to make continued growth 

possible. Some interviewees felt that the structures took over the passion for business. 

Numerous interviewees were concerned that the firm would end up in a situation where 

procedure would take precedence over problem solving, described by Greiner’s (1972) as red-

tape crisis occurring in the fourth growth phase. 

 

Enforcing functional structures was important to achieve further growth in the firm. The 

number of co-workers and accounts were not possible to handle in informal ways. Decision 

making structures have been enforced and all decision making takes place in the Management 

Group. With a centralized structure divided into functions, many of the firms’ co-workers 

perceived the firms operations as more structured, efficient and the working environment as 

less stressful. Even though these structures reduced a lot of stress, a number of co-workers did 

not feel as involved in the firm’s activities as they did before.  

 

As the firm continues to grow additional levels in hierarchy will be needed. There is a 

possibility that the centralized directive leadership becomes insufficient when distance between 

management and co-workers become larger. Managers may become distant from daily 

operations and co-workers feel they know more about the operation than the manager who 

gives them directions. Receiving direction from a distant manager might lead to a larger 

negative impact on those long existing co-workers who have been used to being in involved in 

all matters, knowing everything and making their own decisions. However, new co-workers 

might be accustomed to the directive management style from earlier experience and not have 

any objections to the management style. Co-workers who feel that the decision making 

managers are too distant might ignore directive and make decisions on their own. Co-workers 

who ignore directives or work in a different direction from the visions of the firm will be a 

problem for the firm. If several of co-workers begin to work in their own way, the firm as a 
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unit would lose direction which would impose difficulties in both in the daily operations and its 

future growth. 

 

Nevertheless a new organizational structure will be needed for the successful continuation of 

growth as the number of employees increase. It will then be inevitable for some of the 

responsibility and authority to be placed on co-workers.   

   

 

5.2 Top Level Management 

Top-level management’s way of operating before the initial structural changes were made in 

the firm showed some distinctive characteristics from the first phase in Greiner’s (1972) model 

of firm growth. The firm’s top-level management has taken a directive management style 

(Source1-16) and many co-workers say that the management style has taken a more delegative 

approach. A delegative management approach is explained by Greiner (1972) in the third 

growth phase. However,  accordingly to Greiner’s (1998) commentary of updated observations 

of firm growth, top-level management are still quite hands-on and show characteristics from 

the first phase and still involved in detailed decisions (Source10). Greiner (1972) discusses that 

top managements knowledge of the different growth phases is important to recognize and act 

on them in time. Without this knowledge changes made may impose the wrong solution. Top-

level management possesses the insight that continuous changes in structure and leadership are 

crucial to maintain growth (Source8, Source10, Source16). With the firm’s top-level manager’s 

insight that there are challenges connected to growth, transition to the next phase might be 

smoother than otherwise. Top-level management was aware that a firm’s MD is commonly 

replaced during growth, but still the firms MD has not been replaced since its founding. 

 

Greiner (1972) states that the start of transition into the third phase when the directive 

technique will eventually become inappropriate for a more diverse and complex firm. This will 

then lead into the delegation phase. If the transition to this phase is made too quickly the 

organization may not be ready for it. There is a risk that the top-level managers will become 

more distant, less frequent correspondent and less directive. Strong mid-level managers will be 

necessary to lead the each business unit to not lose its connection with the employees. 
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5.3 Management Focus 

For many years after the firm’s founding, the focus among managers and co-workers was on 

developing and selling a product for the market (Source12). The firm was based on passion for 

and knowledge of the product. Characteristics of the firms early management focus was 

coherent to the Greiner’s (1972) model first phase. In line with Greiner’s (1972) model’s 

second growth phase, the firm was divided into business units where the responsibility was 

divided among managers, to create a more functional and efficient organizational structure. The 

latest shift in management focus shows similarities to the third phase in Greiner’s (1972) model 

where expansion of markets has become prioritized as well as consideration of an outsourcing 

of more functions (Source7, Source12). The structural changes were intensified by two new co-

workers that had previous experience from such structures and routines (Source7, Source10). 

Management focus has experienced a shift to where competence and strategy are at focus. 

 

New and long existing co-workers on both managerial and operational level have all accepted 

the structural changes that have been made in the firm throughout its growth. Firm guidelines 

and areas of expansion have all been communicated well throughout the firm and co-workers 

on all levels are aware of the firm’s direction. Even though all co-workers possess this 

awareness, not all are equally satisfied about the changes. However, all co-workers agree that 

the changes that have been made during the course of the firm’s growth have been necessary 

for its survival.  

 

There has been a clear communication firmly established of the firm’s vision among all co-

workers. The co-workers unanimous awareness of the firm’s vision and goals has been 

contributing to the firm’s continuous development. The fact that all co-workers were aware that 

changes were necessary meant that they were been able to work together as one unit as the firm 

became more efficient in its daily operation and handling business. 

 

Without the awareness or understanding for the changes made, many contradictions would 

have appeared, the firm would have experienced development complications and further 

changes would not have been possible to make without gaining irritation from co-workers or 

seeing co-workers quit. 
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5.4 Communication 

The firm has gone through a process of setting-up and implementing information sharing 

structures as described in the second growth phase by Greiner (1972). Nevertheless the firm 

intends to preserve the small firm familiarity which is characterized by Greiner (1972) in the 

first growth phase. Even though intentions are to maintain the familiarity, the structures 

enforced have made the flow of information from top-level management to co-workers 

infrequent which is a characteristic typical for Greiner’s (1972) third growth phase. The firm’s 

top-level management has, as Greiner (1972) describes as important for firm survival and to 

maintain growth, an understanding that the firm needs additional routines for internal 

communication as the flow of information increases. 

 

However, long existing operation level co-workers are unaccustomed to the implemented 

structures which include not taking part of all information at all times. The change in flow of 

information has led to a shift in the co-workers view of trust in the firm, from personal trust to 

organizational trust. Long existing co-workers, whom earlier depended on personal trust to co-

workers and their loyalty to the firm, have lost some trust in the firm as structures were 

implemented and new employees added. New co-workers on the other hand had an 

organizational trust when they joined, where functioning structures in the firm were more 

important than the persons behind each role. Some long existing co-workers gained 

organizational trust after the structural changes. Clear organizational structure with distinct 

areas of responsibilities was what gained their trust toward the firm.  

 

Even though the flow of information keeps getting larger, top-level management tries being 

open in all matters and thereby avoiding keeping information and confidential information 

form co-workers. “Keeping information from co-workers creates speculation and gossip within 

the firm which becomes a large time consuming activity as well an energy stealer that directs 

co-workers focus away from work tasks.” Openness with information has been an intentional 

choice by top-level management in order to improve the level of focus on work tasks among 

the work force. New co-workers on both operational and managerial level in the firm 

questioned ”Why all co-workers should have access to all information” (Source5, Source7, 

Source9, Source10). A new co-worker on operational level says that “There is a naive level of 

trust to the individuals in the firm” (Source9) which again shows new co-workers trust to the 

organizational structure rather than persons in a certain position. The personal-trust that some 
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long existing co-workers still rely on seems to be rooted in the firms first phase of growth when 

the number of co-workers were limited. 

 

It will be difficult to both share all information with all co-workers and keep confidential 

information to only those involved. Sharing all information to all might satisfy long existing 

co-workers but will not be possible as the firm grows. To continue to grow and fully enter the 

third growth phase where information flow is infrequent it is important that all co-workers can 

rely on the on the structures in the firm to for taking part in information as information sharing 

often becomes less personal. Some managers and operational level co-workers say that 

information to some extent still is being spread outside the routines. New and long existing co-

workers will have a difficult time trusting each other professionally if communication routines 

within the firm only are followed by some co-workers. A unanimous workflow is needed to 

handle a larger firm or difficulties for growth are unavoidable. A shift from personal trust to 

organizational trust is necessary for all co-workers and thereby creating a coherent unit which 

is crucial for the firm to grow. 

 

The trust shift is important because as the organization itself, as well as communication, 

becomes impersonal to a larger degree co-workers will have to trust the organizational 

structure to complete work tasks. If there are co-workers who continue to rely on personal trust 

as the flow of information becomes more structured and infrequent there is a possibility that 

these co-workers will feel left out or left behind. These co-workers will have a hard time co-

operating with others according to the set structures. Eventually individuals who won’t shift 

their view of trust will have to be excluded from the firm otherwise the firm will become 

inefficient and will struggle to reach the next growth phase. 

5.5 Motivations 

The methods used to motivate co-workers in the firm range between three, arguable four 

different phases in Greiner’s (1972) model. Even though salary has become a standardized way 

of motivating co-workers as described in the second phase of Greiner’s (1972) model, they still 

seem to largely be motivated by similar attributes as described in the first phase. Additionally, 

individual bonuses, which are a characteristic of motivation in the third phase in Greiner’s 

(1972) model, are used to motivate key co-workers. Some interviewees discuss that a collective 

bonus, emphasized in Greiner’s (1972) models fourth phase, would motivate co-workers to 

work harder as not only as individuals but also better together as a unit (Source6). The firm 
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provides benefits such as, working out during office hours, massage at the office (Source9, 

Source11) as discussed by Greiner (1972) are used as a part of a future possible, yet non-

existing, phase where a firm has dual organization structures, one for “getting daily work 

done”, and one for “stimulating new perspective and personal enrichment”. In contrast to 

Greiner’s (1972) model co-workers, still in the late second phase, early third phase still feel 

motivated by typical characteristics in the first phase and additionally motivated by intangible 

factors.  

 

As the firm continues to grow and fully enters the third growth phase there will most likely be 

shift in what motivates co-workers. A large number of new co-workers who join the firm will 

not find motivation from solely intangible things such as having a good working environment 

or being a part of a successful firm. It will be of importance to understand what similar and 

different factors motivates both long existing and new co-workers in order to maintain the core 

business of the firm and at the same time attract new competence. With a workforce consisting 

of co-workers who have been with the firm for different periods of time, it is complex to find a 

unanimous way of motivating them all. However, it will also be difficult to satisfy the needs of 

all individuals in a diversified group with different motivation methods and at the same time 

treat all co-workers the same. Some new manager level co-workers say that “motivating 

employees becomes more important during growth as work environment changes and new co-

workers join the firm. It also becomes more important to see the value of each individual in the 

firm”. 

 

Structures and routines for which methods should be used to motivate co-workers should be 

implemented. These structures should also be clear of what a co-worker should perform in 

order to be treated with a method of motivation. Clear structures will make all co-workers feel 

included and treated equal to others. Not one single method is necessarily the best one to 

motivate all co-workers. Sales associates might be motivated by knowing a bonus is waiting if 

they sell more than expected whereas a co-worker within logistics might be motivated by 

knowing a there is a bonus waiting if costs have been cut. Also, individuals within each 

business unit might find more vacation days a greater motivation than a higher salary or bonus. 

However, if different methods are applied to the different co-workers, disapproval among some 

co-workers might arise. This might result in key employees leaving the company due to the 

feeling that they have been treated unfairly.  
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It is of importance that the structures are accepted by all co-workers, long existing as well as 

new. If the structures aren’t accepted by all employees, some might have objections of methods 

used to motivate others. Not given enough motivation or with the wrong method might result in 

co-workers feeling unappreciated and become less efficient. A disliking of the motivation of 

other co-workers might result in a discouraged team. It is also of importance that management 

has structured methods for motivating all co-workers in the firm in the way that motivates each 

individual and at the same time in a clear way that makes everyone feel included and 

appreciated. If the method of motivation is done in an unconsidered way the firm might 

become less efficient and jeopardize the firm loosing competence. 

6 Conclusion 
The purpose of this study was to empirically examine the internal activities that take place in a 

firm when it grows. The empirical study showed a case firm that is going from being small and 

entrepreneurial to become a well-established player and its changes in internal activities during 

the transition were closely studied. In tune with what has been found by previous research, 

many general characteristics that were found in the case firm’s growth does indeed reflect those 

described by Greiner’s (1972) model. However, the sequence for how the changes take place in 

the model is not always coherent with the findings of this study. As Greiner (1998) comments 

on his model, characteristics of a phase do not necessary coincide at the same time. This was 

the case for the examined firm. At the time of the investigations, characteristics from mainly 

the second and third phase of Greiner’s (1972), but also some from other phases was present at 

the same time in the case firm. Characteristics from the first phase were still present, as were 

characteristics from the fourth phase. 

 

The study reviled that the firm’s management team were most driven for growth by setting-up 

strategic changes to maintain growth. However, the changes made for growth showed to effect 

the operational co-workers more than the managers. These case findings were in contrast to 

Greiner’s (1972) model which mostly concerns the affect strategic changes had on management 

rather than co-workers on the operational level. The empirical study of this thesis reviled that 

change during firm growth has effect on both manager and co-workers and their attitude toward 

the firm. Co-workers who had been with the firm for a long time where somewhat dissatisfied 

with the changes for growth, whereas co-workers who joined recently thought increased 

structures that were added along with the firms growth improved the firms work environment.  
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The most deviating finding was that co-workers numbers of years in the firm, was key to their 

attitude to change for growth. Co-workers who had been in the firm before any structures were 

set came out more opinionated toward change than those co-workers who recently joined the 

firm. A higher level of dedication was found among those co-workers who had joined the firm 

before any bigger structural changes were implemented. When looking at this criterion, 

hierarchal level did not make any greater difference and co-workers who joined a long time ago 

were in general more emotionally attached to the firm. Even though co-workers who had been 

in the firm for long showed more emotional attachment it seemed like manager level co-

workers were more strategically oriented and therefore had an understanding for change and 

that change was necessary for continued growth. The question remains if the difference in 

dedication toward the firm was due to structural changes in the firm or was the difference in 

dedication an issue of personality difference in the individuals? 

6.1 Contribution 

The thesis contributes to both the field of research in firm growth by empirically examining 

what activities take place in a firm when it grows and thereby adding empirical depth to 

existing theories. This is a first attempt to lessen the gap in the research field of new firm 

growth. By conducting this study I have shown there is an additional depth to firm growth that 

seldom is brought up in theory. 

6.2 Theoretical Contribution  

The internal activities taking place in a firm when it goes from being small and entrepreneurial to 

become more professional as it grows has been studied in this thesis. A qualitative study has been 

conducted and empirical depth has been added to existing theories in the field of new firm growth. 

Previous studies in firm growth uses measurement that are not useful or applicable for practitioners 

and by doing an close empirical study of what internal changes actually take place when a firm 

grows this thesis attempts to brings entrepreneurship as a field of research closer to the practical 

setting is aimed to study. With this contribution, the purpose and research question of this thesis has 

been answered as well as the gap in the research field of firm growth has been narrowed.  

6.3 Managerial Contribution 

This study differs from most other previous studies on firm growth that explore commonly 

used theoretical growth measures that may be useless for an entrepreneur to take part of. This 

study explores what changes and challenges actually takes place in a firm as it grows. The main 

managerial contribution of this thesis is that he or she can study this thesis results from an firm 
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experiencing actual growth and find examples of what to do and what not to during firm 

growth. The model mainly used to explore firm life cycle does not, however, provide a definite 

timespan when transition between phases will take place. Therefore it is up to the managers of 

the firm to gain understanding for the characteristics of the growth phases and act on indicators 

of growth when appear.  

6.4 Limitations  

There are some limitations that have affected the outcome of this study. The number of 

interviews conducted was quite extensive. However, only one firm was used for the case study 

which makes it difficult to draw general conclusions of all firms in growth. The study does not 

either cover all growth phases in a firms lifecycle described in Greiner’s (1972) model. Even 

though this study has through its empirical investigation given a micro-perspective on what 

activities take place in a firm when it grows and thereby lessened the gap in the research, 

studies in the field still remain scarce. 

6.5 Future Research  

Even with the contribution of this thesis brings to the field of research; further empirical studies are 

needed to fill the gap in the field of firm growth. With more studies researching firm growth 

empirically, a broader collection of result will hopefully find alternative measures of growth. This 

would make entrepreneurship as a field of studies come closer to practitioners which is important 

for a practitioner based study such as entrepreneurship. Other than the empirical depth, studies 

examining several firms, in different industries are needed. 
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