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[All quotations in bold font are 
from the works of L. Ron Hubbard.]

“It is an empirical (observed and proven by observation) fact 
that nothing remains exactly the same forever. This condition 
is foreign to this universe. Things grow or they lessen. They 
cannot apparently maintain the same equilibrium or stability.

“Thus things either expand or they contract. They do not 
remain level in this universe. Further, when something seeks to 
remain level and unchanged it contracts.

“Thus we have three actions and only three. First is expansion, 
second is the effort to remain level or unchanged and third is 
contraction or lessening.

“As nothing in this universe can 
remain exactly the same, then 
the second action (level) above 
will become the third action 
(lessen) if undisturbed or not 
acted on by an outside force. 
Thus actions two and three 
above (level and lessen) are 
similar in potential and both will lessen.



“This leaves expansion as the only positive action which tends 
to guarantee survival.

“To survive, then, one must expand as the only safe condition 
of operation.

“If one remains level, one tends to contract. If one contracts, 
one’s chances of survival diminish.

“Therefore there is only one chance left and that, for an 
organization, is expansion.”

The above is a bedrock basic principle.

I think its validity should be obvious to anyone who owns or 
manages a business of any kind. Sadly, it is not. In my adult life 
I have met too many business owners who have answered my 
question, “Do you want to expand and grow your business?” with 
“No, I never wanted to have anything but a small business. I’m not 
interested in making lots of money.” 

These are not true answers. Rather, these statements indicate 
never having learned how to manage and expand a business. They 

don’t know that there are 
specific, effective steps 
to successfully expand 
any business. Businesses 
expand or they contract – 
that’s what they do. The 
true answer is, “I lack the 
administrative skill to fully 
and successfully manage my 
business.” 
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It is not easy to do anything if you don’t know how to do it. I had to 
learn how to ride a bicycle when I was a kid. I didn’t just get on a 
bicycle and ride it. I started off with training wheels and then, when 
the training wheels came off, fell down a few times and only then 
could I easily and competently ride a bike. A couple of years later I 
learned how to drive a go-cart. And years after that I learned how to 
drive a car.

The key word in the above paragraph is LEARNED. Of course, in 
order to learn something you must first realize or know that you 
don’t know how. Realizing that you don’t know makes it possible to 
learn. An intelligent person will know what he knows as well as what 
he doesn’t know. A stupid person will think he knows everything.

PROBLEMS

To be sure, there are problems 
in expansion and there are 
problems in contraction – either 
direction. So which would you 
prefer? If you want to stay 
small and “manageable” you 
will eventually have nothing 
left to manage but bankruptcy. 
Sooner or later (if not already) 
your overhead will overtake your 
income. Economic inflation will keep rising and you will not be able 
to keep up. This will reduce your resources and you will no longer 
be able to afford more personnel to help when the traffic becomes 
too great for one or two or a handful of staff.

I know the above is true because I have salvaged a few companies 
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in my day. Even though I arrested the decline on every occasion 
and got things back on the rails, I cannot say that any of it was 
much fun. As a matter of fact, it was quite stressful.

Contraction problems are worse than expansion problems – far 
worse. I’d rather face the problem of “How do I fund the delivery 
required of this BIG order we got?” than the problem of “How do 
I make the current mortgage payment when I haven’t made the 
previous three?”

HOW TO EXPAND

“If a company has a demanded product and will and skill to 
produce and deliver it, it must organize to expand. If it does, 
it will survive. If it organizes to stay level or seeks to grow 
smaller, it will perish.”

There was a health care 
practice. They had a 
demanded product and the 
will and skill to produce and 
deliver it. They knew how to 
promote. They could drive 
such a volume of business 
into the place that the lobby 
would be stuffed with people. 
Unfortunately, they were not 
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good at all on the subject of organization. They had a small crew 
where each staff member sort of wore all the hats. The increase 
of public traffic became a bedlam1 of confusion, overwhelm and 
stress. After a week or two of this, staff members simply began to 
disappear. Their finance lines were a wreck. Contraction set in. 

1 BEDLAM: a scene of noise and disorder.



They’d then hire 2-3 more staff members, hit the promotion bell, fill 
the place up, stress everyone out trying to handle the traffic volume, 
staff would leave, contraction, less money. Up and down, over and 
over, like a roller-coaster. 

“So the organization stays tiny and works madly and stays 
poor. No policy (rules of the game). Each person present wears 
all the hats and also wears them all differently. That’s not an 
organization. It’s a bunch of staff pooling their confusions.

“An executive’s job is first to put an organization there by 
providing communication lines amongst the group and from 
the organization to public and public to organization. That’s the 
first, the very first responsibility of an executive.

“When routing arrangements are made inside the organization 
– from staff member to staff member – we call it ORGANIZING.

“When routing arrangements are made or communication 
invited from organization to public and public to organization, 
we call it PROMOTION.

“The senior duties of an executive are primarily concerned 
then, with ORGANIZING and PROMOTION and seeing that the 
arranged actions are executed.” 
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Here is an example of organizing to expand:

MAJOR OBJECTIVE: INCREASE THE NUMBER OF NEW 
PATIENTS UNDER CARE IN THIS PRACTICE. 

BRIGHT IDEA: Deliver a free weekly “Public Education Seminar” 
that is intelligently promoted and well-attended by existing and 
potentially new patients that are effectively signed up for practice 
services.

TARGETS

PROMOTION DIRECTOR: 
1. Conduct a survey of existing patients to find the best days
and times to have seminars.
2. Send out flyers promoting seminars to patients once a
month.
3. Run the ad in the media source surveyed a few days prior to
the event.

FRONT DESK: 
4. Have a name / phone # registration sheet sitting at the front
desk for reminder calls.
5. Call to confirm all attendees the night before.

SEMINAR ASSISTANT: 
6. The night of the event have a sign-in form to capture contact
information for the mailing list.
7. Give each attendee a “goodie” bag with information about
the practice.
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PRACTITIONER: 
8. Have three poster boards on an easel relating to the seminar
topic.
9. Follow lecture format.
10. Do lecture.
11. Offer free initial screening at the seminar (have them fill out
form in “goodie” bag).
12. Take patient into room and do quickie exam to substantiate
that they “ARE / ARE NOT a nutritional case.”

SEMINAR ASSISTANT: 
13. If they are a nutritional case, have them book an absolutely
free initial consult within next 7 days.
14. Give new patient an appointment card.

FRONT DESK: 
15. Call new patient to confirm the night before appointment.

THE EXPANSION SEQUENCE

“No empire stands still. They expand or shrink. They expand 
by (1) intelligent promotion and (2) good administration and 
(3) sensible economy, in that order. They shrink by using the
wrong order -- (1) economy, (2) more administration and (3)
some promotion. They shrink because they never regain the
former position by administrative management alone and the
economy has nothing to economize on.”

The logic of this sequence is simply this: the first priority is to drive 
in an adequate volume of business, then build an organization to 
accommodate and effectively handle the business driven in, and 
then handle the money thus generated to ensure proper expansion 
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and financial viability. The health care practice previously mentioned 
excelled in intelligent promotion but failed to do (2) effectively 
organize the practice and couldn’t (3) get a handle on their finances 
and so failed to expand and their viability was continually at risk. 

Every business I have laid my hands on that had a Grim Reaper 
lurking outside its door suffered because of corruptions of the 
fundamental data contained herein.

There is much more knowledge to be gained about this subject. 
Unless you have a fondness for struggling and scraping by, there 
may be new opportunities awaiting you.

Written by,
Bill Johonnesson
Board Chairman
Effective Business Management
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