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This report builds on a research project undertaken by Andrew Campbell and Robert Park of Ashridge 
Strategic Management Centre and published in The Growth Gamble: When leaders Should Bet Big on 
New Businesses and How They Can Avoid Expensive Failures.  
 
It summarises the research conclusions and tests the practicality of the core tool developed by the 
Ashridge team - the New Business Traffic Lights - by applying it to some real cases. 
 
What you will learn: 
 

 Why managers often find it difficult to enter significant new businesses 
 What managers should do to increase the chances of finding new businesses 
 The fundamental insights into the circumstances that lead to value creation and the mistakes 

that managers make when evaluating new businesses 
 How a new decision tool—the New Business Traffic Lights—can provide a framework for 

screening opportunities 
 How companies such as Royal Bank of Scotland / Direct Line, IBM and 
 Whitbread are assessing and managing new business opportunities 

 
To order this report, or for further information, please go to www.h-i.com  
or telephone +44 (0)20 3178 6755. 
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Executive Summary 
 
Growth in profits can come from improving the profitability of the existing revenue stream, expanding 
existing businesses by gaining market share or extending into new markets or products, or entering one 
or more new businesses by acquisition, joint venture or Greenfield investment. 
 
This quest for new business opportunities is one of the toughest challenges in management, and every 
company faces it at some point. They need to find new business opportunities to solve the problem of a 
slowdown in the growth of their core business, and they want to look for these opportunities outside their 
current core. Managers want to know what organisation units and processes to set up, what activities 
are involved in preparing the ground and what will be needed once a promising new business has been 
spotted.  
 
When companies gamble and fail, it is generally at a huge cost to both shareholders and management. 
 
The purpose of the research was to determine why managers often find it difficult to enter significant 
new businesses and understand why some companies succeed. If the research could explain the less 
obvious successes, it might give insights that expand on current received wisdom. 
 
Fundamental insights 
 
The research provided some fundamental insights into the circumstances that lead to value creation 
and the mistakes that managers make when evaluating new businesses: 
 
Insight 1: Build a strategic business case 
Managers pay plenty of attention to the financial business case but often too little to the strategic 
business case (the reason the company is likely to do better than average in this new game). This 
balance can be corrected by offering managers a tool for developing a strategic business case. 
 
Insight 2: Consider trading as an alternative value capture 
Managers understand that they need an advantage to succeed in a new sector, but they do not 
normally consider the alternative of trading their advantage instead of using it to enter the new business. 
The solution is to deduct the value that could be traded in the strategic assessment. 
 
Insight 3: Allow for learning costs 
Managers allow for contingencies on the assumption that their plans will not always turn out as 
expected, but they do not have the tools to assess the likely costs, at both the operating and the 
corporate level, of learning a new business. The solution is to deduct a figure for learning costs in the 
strategic assessment. 
 
Insight 4: Identify unusually low or high return markets 
Managers focus too much attention on the potential of the market they are thinking of entering. 
Strategy analysis indicates that, in normal circumstances, a company will earn above-average returns 
only when it has a competitive advantage. Hence analysis of markets should focus on identifying those 
extreme situations which are either so good that even a competitor with a disadvantage can earn a 
good return or so bad that even an advantaged player may earn less than the cost of capital. The 
solution is to focus on identifying markets that offer either unusually low or unusually high returns. 
 
Insight 5: Assess the quality of your people 
Managers recognise that people are important, but they do not pay sufficient attention to the quality of 
the managers leading the project relative to competitors, and they often do not consider the relative 
capabilities of the managers the project will report to. The solution is to make the quality of project 
leaders and project sponsors part of the strategic assessment. 
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Insight 6: Do not distract attention from core business 
Managers take into account the benefits to or cannibalisation of existing businesses that can result from 
a new activity. However, they often underestimate the loss of performance in existing businesses that 
occurs when attention shifts to new businesses and some of the most energetic managers are allocated 
to new business projects. 
 

New Business Traffic Lights 
 
The result of the research was the creation of a decision tool called the New Business Traffic Lights. The 
Traffic Lights are a set of questions built round sound strategic thinking and the six insights described 
above. They are designed to be used early in the life of a project, before enough information is 
available to make a full financial business case. They can also be used as a ‘sanity check’ for a financial 
business plan. They can even be used to review a project that is failing to meet its targets. The 
positioning of the Traffic Lights is important: early on before much information is available to assess the 
potential; after some exploration and experimentation has been done and more information is 
available; or alongside a full business case analysis after detailed research has been done on a new 
project. The Traffic Lights have taken nearly three years to develop and test. 
 

Case studies include: 
 

• Royal Bank of Scotland/Direct Line 
• IBM 
• Whitbread 
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Contents of this report include: 
 

Executive summary 
• The growth gamble 
• Fundamental insights 
• New Business Traffic Lights 
• Research methodology 
• Report outline 
 
Chapter 1: Why is it difficult to find new business opportunities? 
• Intel and McDonald’s: background 
• The difficulty of finding businesses that fit 
• Inherent risks 
• Avoidable causes of failure 
 
Chapter 2: Increasing the number of new opportunities 
• The natural flow of new ideas 
• Improving top-down processes 
• Improving bottom-up processes 
• How much to invest in new business 
 
Chapter 3: How to screen opportunities for new businesses 
• Insight 1: Build a strategic business case 
• Insight 2: Consider trading as an alternative value capture 
• Insight 3: Allow for learning costs 
• Insight 4: Identify unusually low or high return markets 
• Insight 5: Assess the quality of your people 
• Insight 6: Do not distract attention from core businesses 
• New Business Traffic Lights 
 
Chapter 4: New Business Traffic Lights in practice 
• Traffic Light 1: value advantage 
• Traffic Light 2: profit pool potential 
• Traffic Light 3: leadership/sponsorship quality 
• Traffic Light 4: impact on existing businesses 
• Conclusion 
 
Chapter 5: Case studies 
• Royal Bank of Scotland/Direct Line 
• IBM 
• Whitbread 

 
 

To order this report, or for further information, please go to www.h-i.com or 
telephone +44 (0)20 3178 6755. 
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About H-I Network 
 
 
The H-I Network is an exclusive network of leaders committed to fostering innovation, growth and 
operational excellence. Its membership is comprised of senior executives and key influencers of leading 
global organisations.  The majority of members are currently addressing significant strategic change and 
many are industry pioneers.  Members of the H-I Network are invited to attend a range of invaluable 
forums to exchange ideas and experiences.  
 
Members also gain access to quality in-depth research on crucial immediate concerns and can take 
advantage of tailored programmes to resolve specific issues within their own organisations. 
H-I Network is a division of the Corven Group: 
 
 

Corven Consulting  
Global management consulting with offices in London and Boston  

 

Corven Ventures  
UK focused, activist principal finance investor  
 
www.h-i.com                                                                                                             www.corven.com 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 


