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Growth should make a business larger, stronger and more
valuable — not merely larger.
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Executive Summary
Growth is universally celebrated. Margins are universally desired. Cash is universally needed. Yet
these objectives do not always move together.

A business can increase sales and become financially weaker. It can protect margins and gradually
lose market share. It can invest aggressively for growth and discover that the cash required to
finance that growth is greater than the cash generated by the business. It can recruit rapidly and
unintentionally damage the culture that made the organisation successful.

The management challenge is therefore not simply how to grow. It is how to grow at a rate, margin
and level of complexity that the business can sustainably support.

Sustainable growth requires management to balance five interconnected variables:

SUSTAINABLE
GROWTH

Revenue Margin

Cash Capital

Organisation

Revenue growth × Margin × Cash generation × Capital
efficiency × Organisational capacity

Ignoring any one of these dimensions can undermine the others.

1. Growth Is Not the Same as Progress
Revenue growth is one of the most visible measures of business success. It is also one of the easiest
metrics to misunderstand.

Company A Company B

Revenue ₹100 Cr → ₹150 Cr ₹100 Cr → ₹180 Cr

EBITDA margin 18% → 18% 12% → 7%

Interpretation Slower growth with stable economics Faster growth with deteriorating economics

Company B has grown faster, but its additional revenue may create substantially less economic
value. Growth should therefore be evaluated not only by the increase in sales, but also by
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incremental margin, working capital, capital expenditure, return on invested capital and
organisational capacity.
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2. The Margin–Growth Dilemma
There is a natural temptation to protect margins. Management may say, “We will not reduce our
price. We must maintain our margin.” That can be rational — but if competitors are willing to
operate at a lower margin, excessive focus on margin can sacrifice volume and capacity utilisation.

Margin protection can become self-defeating: Higher price → lower competitiveness → lower volumes
→ under-utilised capacity → higher fixed cost per unit → further loss of competitiveness.

The opposite danger is equally serious. “Let us increase sales; we can make the margin later” can
lead to lower prices, higher volumes, higher receivables, higher inventory and cash-flow pressure.

The lesson is not that margins are unimportant. It is that margin and growth cannot be managed
independently.

3. Revenue Is Not Cash
A common misconception in a growing business is: “If sales are growing, cash will take care of
itself.” It often does not.

Simplified balance Before growth After growth

Sales ■100 Cr ■150 Cr

EBITDA margin 15% 12%

EBITDA ■15 Cr ■18 Cr

Receivables ■15 Cr ■30 Cr

Inventory ■12 Cr ■22 Cr

The company has added ₹3 crore of EBITDA, but substantially more money may now be locked into
working capital. The accounting profit has increased; the cash available to the business may not
have increased proportionately.

Profit is an accounting outcome. Cash is an operating
constraint.
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4. The Capex Trap
Growth frequently creates the temptation to add capacity ahead of demand. “If we are going to
double the business, we should double the capacity” sounds logical, but capacity added too early or
in the wrong technology can become a financial burden.

Capex Capacity Utilisation Revenue Cash return

Before major capex, management should ask:
• What bottleneck are we actually solving?

• What additional revenue can this asset realistically support?

• When will the capacity actually be required?

• What utilisation level is realistic?

• What is the expected return on incremental capital?

• Can the same capacity be obtained through outsourcing, leasing, subcontracting or process
improvement?

The objective should not be maximum capacity. The
objective should be the right capacity at the right time.

5. Growth Can Destroy Cash Even When the
Business Is Profitable
Rapid growth may require additional inventory, longer customer credit, larger receivables, additional
production capacity, tooling, employees, warehouses and systems. Cash can therefore be required
before the additional sales are converted into cash.

The faster the business grows, the more cash it may need to
finance that growth.
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6. The People–Culture Dilemma
A company that grows from 100 employees to 500 cannot assume that simply hiring another 400
people will reproduce the same performance. The organisation changes qualitatively as it becomes
larger.

Informal communication may stop working. Founder-driven decision-making can become a
bottleneck. New layers of management may become necessary. Processes and systems become
more important.

But the opposite danger is also real. If management introduces too many layers, controls and new
managers too quickly, the organisation can lose the entrepreneurial culture that created its success.

The company may move from “We solve problems” to “This
is not my responsibility.”

7. Hiring for Growth Requires More Than
Headcount Planning
A growth plan that says “we need 100 additional employees” is not yet a people strategy.
Management must identify the capabilities actually missing, the work that can be automated or
outsourced, the skills that must be developed internally, and the management structure required at
the next scale.

Hire for the complexity you have to manage — not merely
for the revenue you hope to achieve.

8. Every Growth Strategy Has a Hidden Cost
Growth consumes more than money. It consumes management attention, working capital, capital
expenditure, people, systems, decision-making capacity and organisational bandwidth.

The sales organisation may win more orders than production can efficiently execute. Production may
increase output faster than quality systems can cope. Finance may struggle with collections. HR may
struggle to recruit and integrate people. Management may spend its time solving operational
problems rather than thinking strategically.
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9. The Sustainable Growth Framework
A more complete definition of sustainable growth is:

Growth that increases enterprise value without
disproportionately increasing financial risk, capital

requirements or organisational complexity.

Dimension Core question Indicative measures

Revenue Are we gaining sustainable market share? Revenue growth %

Margin Is growth economically attractive? Incremental EBITDA margin

Cash Can the business finance growth? Cash conversion

Working capital How much money is locked up? Cash conversion cycle

Capital Is incremental capital productive? ROIC / asset utilisation

People Can the organisation support growth? Revenue per employee

Quality Is growth creating operational stress? Rejection / complaint rate

Culture Are behaviours deteriorating? Attrition / engagement indicators

Customer Is growth sustainable? Retention / concentration

Risk What could derail the plan? Key risk indicators

The precise metrics will vary by industry, but the principle remains constant: growth should be
measured as a system, not as a single number.

10. Questions for Promoters, CEOs and Boards
Growth Where exactly will the additional revenue come from?

Margin What margin will the incremental revenue generate?

Cash How much additional working capital will the growth consume?

Capital How much additional capex is required, and what utilisation is expected?

People What additional capabilities are required?

Systems Can existing ERP, reporting and control systems handle the larger organisation?

Culture What aspects of the existing culture must not be lost?

Risk What happens if projected growth is only 50% of plan?
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Conclusion
The most dangerous growth strategy is not necessarily slow growth. It is unbalanced growth.

Excessive focus on margins can sacrifice market share. Excessive focus on sales can sacrifice
margins and cash. Aggressive capex can create capacity without returns. Rapid hiring can create
organisational complexity and weaken culture. Rapid expansion without adequate systems can
convert a manageable business into an increasingly difficult one to manage.

Sustainable growth therefore requires continuous balancing.

Grow the revenue. Protect the economics. Fund the growth.
Allocate capital carefully. Scale the organisation without

losing its character.
The real measure of successful growth is not simply how much larger the company becomes. It is
whether the company becomes larger, stronger and more valuable at the same time.
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