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Business Variety Scale (BVS): An Organic
Framework for Measuring Organizational
Diversity

Executive Summary

This white paper introduces the Business Variety Scale (BVS), a novel framework for
understanding and measuring organizational diversity across multiple dimensions. While
"variety" and "diversity" in business contexts are frequently discussed and widely considered
important, there isn't a single, standardized scientific measure that comprehensively captures all
dimensions of business variety on a simple 1-10 scale.

The BVS framework adopts an organic perspective that recognizes business variety as a strategic
capability rather than merely a problem to manage. By measuring variety across 12 key
dimensions with appropriate weightings, the BVS provides a comprehensive assessment tool that
applies to organizations of all sizes, from local businesses to global conglomerates.

1. Introduction: The Variety Challenge

Organizations struggle to understand and strategically manage their level of variety. While
diversity across multiple dimensions can create resilience and opportunity, it also introduces
complexity. Current frameworks fail to provide a holistic measurement tool that captures the
multidimensional nature of business variety.

Traditional approaches to organizational complexity view businesses as mechanical systems to
be optimized through simplification. The BVS framework instead adopts an organic perspective,
recognizing that:

e Variety emerges naturally as organizations grow and adapt

o Diversity across multiple dimensions creates strategic flexibility

o Interactions between different elements of variety create unique capabilities
e Optimal variety levels differ based on context and strategy

2. The 12 Dimensions of Business Variety

Before exploring the specific dimensions of business variety, it's worth noting the natural
mathematical foundation that underlies our approach. The Business Variety Scale draws
inspiration from fractal mathematics - the study of recursive patterns that repeat at different
scales throughout nature. Just as coastlines, mountain ranges, and fern leaves display self-similar
patterns regardless of magnification, organizational variety exhibits fractal-like properties across
different levels of scale.
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This fractal perspective aligns with our organic view of organizations as living systems rather
than mechanical constructs. By recognizing the recursive, self-similar nature of organizational
variety, we can better understand how complexity emerges naturally at every level, from teams
to entire corporations.

Our research identifies 12 core dimensions that collectively define business variety:

1.

10.

11.

12.

Product/Service Portfolio: Range and diversity of offerings, including number of
distinct products/services, diversity of product categories/lines, range of price points, and
product lifecycle diversity.

Market Presence: Geographic and segment diversity, including number of
countries/regions served, diversity of customer segments, number of distribution
channels, and physical vs. digital presence balance. B2B (lower variety) or B2C (Higher
variety)

Revenue Streams: Diversity of income sources and business models, including recurring
Vs. one-time revenue mix, passive vs. active income sources, and direct vs. indirect
revenue channels.

Industry Participation: Breadth of industry involvement, including number of industries
served, related vs. unrelated diversification, and industry position variety.

Technological Infrastructure: Range of technologies employed, including production
technologies, information systems, digital platforms, and technology sophistication
levels.

Organizational Structure: Complexity of organizational design, including hierarchical
levels, functional departments, decision-making centralization, and matrix vs. siloed
organization.

Specialization Types: Diversity of expertise and capabilities, including professional
disciplines represented, skill level distribution, and knowledge domain diversity.

Supply Chain Complexity: Intricacy of sourcing and logistics, including supplier
diversity, materials/input variety, sourcing geography spread, and integration level.
Strategic Approaches: Variety of strategic methodologies, including business strategy
diversity, growth mechanism variety, and innovation approaches.

Operational Processes: Diversity of operational approaches, including process
standardization vs. customization, operational methodology diversity, and quality
management approaches. Life cycle: Let weights adjust based on organizational life cycle
(start-up, scale-up, mature, consolidating).

Regulatory Environments: Complexity of compliance contexts, including number of
regulatory regimes, legal entity structures, and compliance requirements.

Stakeholder Relationships: Diversity of relationship types, including investor base
diversity, partnership ecosystem variety, and community engagement approaches.

3. Weighted Dimensions and the 1-10 Scale

Each dimension contributes differently to overall business variety. Our research suggests the
following weighting system:

Weighting System for Business Variety Index (1-10 scale)
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1. Primary Factors (Higher weights: 1.5-2.0x)
o Product/Service Portfolio (2.0x) - Core to business identity and revenue
generation
Market Presence (1.8x) - Directly impacts growth potential and stability
Revenue Streams (1.8x) - Critical for financial resilience and business model
diversity
o Industry Participation (1.5x) - Key indicator of business scope and diversification
2. Secondary Factors (Medium weights: 1.0-1.4x)
o Technological Infrastructure (1.4x) - Enables operational capabilities
o Organizational Structure (1.2x) - Affects how variety is managed
o Specialization Types (1.2x) - Reflects capability diversity
o Supply Chain Complexity (1.0x) - Impacts operational variety
3. Tertiary Factors (Lower weights: 0.6-0.9x)
Strategic Approaches (0.9x) - Influences future variety potential
o Operational Processes (0.8x) - Affects execution of variety
o Regulatory Environments (0.7x) - External constraint on variety
o Stakeholder Relationships (0.6x) - Supports variety initiatives

@)

Calculation Method:
1. Measure each factor on a standardized scale (1-10)
2. Multiply by appropriate weight
3. Sum weighted scores
4. Normalize to a 1-10 scale using: Final Score = (Sum of Weighted Scores / Maximum

Possible Weighted Score) x 10

The maximum possible weighted score is 150 (sum of all dimensions at 10 X their respective
weights).

4. Business Categories and Expected Variety Ranges by size

Different types of businesses typically exhibit different levels of variety. Our framework
identifies nine business categories with characteristic BVS ranges:

Business Categories and Their BVS Ranges

1. Small/Local Businesses: 1-3 BVS
o Typically single location or few locations
o Focused product/service offering
o Limited technological infrastructure
o Simple organizational structure
2. State-Based Businesses: 2-4 BVS
o Multiple locations within one state
o Moderately expanded product/service range
o Basic technological diversity
o Simple hierarchy with some departmentalization
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3. USA-Based Mid-Market: 3-6 BVS
o National presence but limited international exposure
o Diverse product/service portfolio within a defined category
o Moderate technological infrastructure
o Multi-layered organization with distinct departments
4. Fortune 1000 Companies: 4-7 BVS
o National with some international presence
o Broad product/service categories
o Significant technological diversity
o Complex organizational structure
5. Fortune 500 Companies: 5-8 BVS
o Substantial international presence
o Extensive product/service diversification
o Advanced technological infrastructure
o Complex matrix organizations
6. Fortune 250 Companies: 6-9 BVS
o Global operations across many countries
o Highly diverse product/service portfolios
o Sophisticated technological ecosystems
o Multi-business organizational structures
7. Fortune 100 Companies: 7-9 BVS
o Extensive global footprint
o Vast product/service ecosystems
o Cutting-edge technological diversity
o Extremely complex organizational structures
8. Fortune 50 Companies: 8-10 BVS
o Truly global enterprises
o Massive product/service portfolios
o Industry-leading technological diversity
o Conglomerate or highly complex structures
9. Global Conglomerates: 9-10 BVS
Ultimate variety across all dimensions
Multiple unrelated business units
Presence in numerous industries
Highly complex stakeholder ecosystems

O O O O

5. Expected Dimension Ranges by Business Category

Each business category typically exhibits characteristic ranges across the 12 dimensions. The
following table shows expected ranges (on a 1-10 scale) for each dimension across different
company categories:

1. Product/Service Portfolio (Weight: 2.0x)

e Small/Local: 1-3 (limited offerings)
o State-Based: 2-4 (expanded local offerings)
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Mid-Market: 3-6 (category-focused portfolio)
Fortune 1000: 4-7 (diverse within industry)
Fortune 500: 5-8 (cross-category diversity)
Fortune 100: 6-9 (extensive portfolio)

e Fortune 50: 7-10 (vast ecosystem of offerings)

2. Market Presence (Weight: 1.8x)

Small/Local: 1-2 (single locality)

State-Based: 2-3 (regional presence)

Mid-Market: 3-5 (national focus)

Fortune 1000: 4-7 (national with some international)
Fortune 500: 6-8 (significant international)

Fortune 100: 7-9 (global presence)

e Fortune 50: 8-10 (ubiquitous global reach)

3. Revenue Streams (Weight: 1.8x)

Small/Local: 1-3 (primary stream with add-ons)
State-Based: 2-4 (few distinct streams)
Mid-Market: 3-6 (multiple streams)

Fortune 1000: 4-7 (diverse within business model)
Fortune 500: 5-8 (multiple business models)
Fortune 100: 6-9 (complex revenue ecosystem)

e Fortune 50: 7-10 (highly diversified revenue base)

4. Industry Participation (Weight: 1.5x)

Small/Local: 1-2 (single industry)

State-Based: 1-3 (related segments)
Mid-Market: 2-5 (industry + adjacent areas)
Fortune 1000: 3-6 (several related industries)
Fortune 500: 4-8 (multiple industry groups)
Fortune 100: 6-9 (diverse industry portfolio)
Fortune 50: 7-10 (true multi-industry presence)

5. Technological Infrastructure (Weight: 1.4x)

Small/Local: 1-3 (basic functional tech)
State-Based: 2-4 (standardized systems)
Mid-Market: 3-6 (diverse operational tech)
Fortune 1000: 4-7 (advanced systems)

Fortune 500: 5-8 (complex tech ecosystem)
Fortune 100: 6-9 (cutting-edge diversity)

Fortune 50: 7-10 (leading technological diversity)
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6. Organizational Structure (Weight: 1.2x)

Small/Local: 1-2 (flat, simple)

State-Based: 2-3 (basic hierarchy)

Mid-Market: 3-5 (departmentalized)

Fortune 1000: 4-6 (multi-layered)

Fortune 500: 5-7 (matrix/complex)

Fortune 100: 6-8 (multi-business units)

Fortune 50: 7-10 (conglomerate/highly complex)

7. Specialization Types (Weight: 1.2x)

Small/Local: 1-3 (few core specialties)
State-Based: 2-4 (expanded specialties)
Mid-Market: 3-6 (diverse professional mix)
Fortune 1000: 4-7 (comprehensive skill base)
Fortune 500: 5-8 (extensive specialization)
Fortune 100: 6-9 (vast expertise domains)

Fortune 50: 7-10 (comprehensive knowledge base)

8. Supply Chain Complexity (Weight: 1.0x)

Small/Local: 1-2 (simple/direct)
State-Based: 2-3 (moderate complexity)
Mid-Market: 3-5 (multi-tier)

Fortune 1000: 4-6 (complex networks)
Fortune 500: 5-7 (global supply chains)
Fortune 100: 6-8 (highly complex networks)
Fortune 50: 7-10 (vast global networks)

9. Strategic Approaches (Weight: 0.9x)

Small/Local: 1-3 (focused strategy)

State-Based: 2-4 (expanded approaches)
Mid-Market: 3-5 (multiple strategic initiatives)
Fortune 1000: 4-6 (portfolio of strategies)

Fortune 500: 5-7 (diverse strategic approaches)
Fortune 100: 6-8 (complex strategic matrix)

Fortune 50: 7-10 (comprehensive strategic diversity)

10. Operational Processes (Weight: 0.8x)

Small/Local: 1-3 (straightforward processes)
State-Based: 2-4 (standardized operations)
Mid-Market: 3-5 (diverse process models)
Fortune 1000: 4-6 (complex operational systems)
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Fortune 500: 5-7 (multi-modal operations)
Fortune 100: 6-8 (advanced process diversity)
Fortune 50: 7-9 (highly sophisticated operations)

11. Regulatory Environments (Weight: 0.7x)

Small/Local: 1-2 (local regulations)

State-Based: 2-3 (state-level complexity)
Mid-Market: 3-4 (national regulatory scope)

Fortune 1000: 4-5 (multi-state/some international)
Fortune 500: 5-7 (complex multinational)

Fortune 100: 6-8 (global regulatory complexity)
Fortune 50: 7-10 (comprehensive global compliance)

12. Stakeholder Relationships (Weight: 0.6x)

Small/Local: 1-3 (direct relationships)

State-Based: 2-4 (expanded stakeholder base)
Mid-Market: 3-5 (diverse stakeholder groups)
Fortune 1000: 4-6 (complex stakeholder network)
Fortune 500: 5-7 (extensive relationship matrix)
Fortune 100: 6-8 (comprehensive stakeholder system)
Fortune 50: 7-9 (global stakeholder ecosystem)

6. Model Validation

To validate the Business Variety Scale model, we applied it to representative companies across
different business categories using publicly available data. The following section presents this
validation.

Fortune 50 Example: Apple Inc.

Data Sources: FY2024 Annual Report, Investor Relations website, Product catalog, SEC filings

1. Product/Service Portfolio (Weight: 2.0x)

Hardware: iPhone, iPad, Mac, Apple Watch, AirPods, HomePod, Apple TV, accessories
Services: Apple Music, Apple TV+, iCloud, App Store, Apple Arcade, Apple Fitness+,
Apple Pay, Apple Card

Operating Systems: i10S, iPadOS, macOS, watchOS, tvOS

Score: 9/10 (Extensive diversified portfolio across hardware, software, services, and
financial products)

2. Market Presence (Weight: 1.8x)
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e Global operations in 175+ countries

e 500+ retail stores across 25+ countries

o Digital presence in virtually all markets

o Diverse customer segments: consumers, education, enterprise, creative professionals
e Score: 9/10 (Near-ubiquitous global reach across multiple segments)

3. Revenue Streams (Weight: 1.8x)

e Hardware sales (multiple product lines)

e Subscription services revenue

e App marketplace commissions

e Licensing fees

o Financial services revenue

e AppleCare service contracts

e Score: 8/10 (Diverse revenue sources with different business models)

4. Industry Participation (Weight: 1.5x)

e Consumer electronics

o Software/operating systems

e Media/entertainment

e Cloud services

e Financial services/fintech

e Health technology

e Retail

e Score: 8/10 (Presence across multiple distinct industries)

5. Technological Infrastructure (Weight: 1.4x)

e Custom silicon design (A-series, M-series chips)

e Software development ecosystem

e Advanced manufacturing partnerships

e Global data centers

e AI/ML systems

e Security infrastructure

e Score: 9/10 (Leading technological diversity and innovation)

6. Organizational Structure (Weight: 1.2x)

o Functional organization with product-based divisions

e Global organizational footprint

e Multiple leadership levels

e Matrix reporting relationships

e Specialized research divisions

e Score: 8/10 (Complex yet relatively streamlined for its size)
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7. Specialization Types (Weight: 1.2x)

o Hardware engineering

e Software development

e AI/ML research

o Design expertise

e Supply chain management

o Retail operations

e Media production

o Financial services

e Score: 9/10 (Extremely diverse specialization types)

8. Supply Chain Complexity (Weight: 1.0x)

e Global supplier network (200+ major suppliers)

e Multiple manufacturing partners

e Complex logistics systems

e Components sourcing from dozens of countries

e Material diversity (rare metals, glass, plastics)

e Score: 9/10 (One of the most complex supply chains globally)

9. Strategic Approaches (Weight: 0.9x)

e Vertical integration strategy

o Ecosystem development

e Premium positioning

e Services expansion

o Sustainability initiatives

o Health/wellness focus

e Score: 8/10 (Multiple strategic approaches across business areas)

10. Operational Processes (Weight: 0.8x)

e Just-in-time manufacturing

e Direct-to-consumer sales

e Partner-based manufacturing

o Agile software development

o Content creation processes

e Retail operations procedures

e Score: 8/10 (Diverse operational methodologies)

11. Regulatory Environments (Weight: 0.7x)
e Global privacy regulations

o Financial services compliance
e Telecommunications regulations
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e Environmental compliance

e Trade/tariff requirements

o Healthcare data regulations

e Score: 9/10 (Extremely diverse regulatory landscape)

12. Stakeholder Relationships (Weight: 0.6x)

o Consumer relationships

e Developer ecosystem

e Supplier partnerships

e Investor relations

e Government/regulatory relationships

e Environmental/community engagement

e Score: 8/10 (Complex stakeholder ecosystem)

Weighted Score Calculation:

e Product Portfolio: 9 x 2.0 =18.0

e Market Presence: 9 x 1.8 =16.2

o Revenue Streams: 8 x 1.8 =14.4

e Industry Participation: 8 x 1.5 =12.0

e Tech Infrastructure: 9 x 1.4 =12.6

e Organizational Structure: 8 x 1.2=9.6
e Specialization Types: 9 x 1.2 =10.8

e Supply Chain: 9 x 1.0=9.0

o Strategic Approaches: 8 x 0.9 =7.2

e Operational Processes: 8 x 0.8 = 6.4

e Regulatory Environments: 9 x 0.7 =6.3
o Stakeholder Relationships: 8 x 0.6 = 4.8

Total Weighted Score: 127.3 Maximum Possible Weighted Score: 150 Final BVS Score:

(127.3/150) x 10 = 8.49/10
Expected Range for Fortune 50: 8-10 BVS Result: Within expected range v/

Fortune 500 Example: Sherwin-Williams Company
Data Sources: FY2024 Annual Report, Corporate website, Investor presentations
1. Product/Service Portfolio (Weight: 2.0x)

o Paint products (4,000+ paint colors, multiple formulations)

e Coatings (industrial, marine, automotive)

e Supplies and equipment

e Color consultation services

e Score: 6/10 (Extensive within industry but focused on coatings)

10
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2. Market Presence (Weight: 1.8x)

Operations in 120+ countries

4,800+ company-operated stores

Distribution through third-party retailers

Consumer and professional segments

Score: 7/10 (Strong global presence but focused on specific channels)

3. Revenue Streams (Weight: 1.8x)

Retail paint sales

Industrial coatings

Automotive finishes

International sales

Score: 6/10 (Several streams but within core business model)

4. Industry Participation (Weight: 1.5x)

Consumer paint

Industrial coatings

Automotive finishes

Marine coatings

Score: 5/10 (Diverse within coatings industry but limited cross-industry)

5. Technological Infrastructure (Weight: 1.4x)

Manufacturing technology

Color matching systems

R&D facilities

Distribution technology

E-commerce platforms

Score: 6/10 (Advanced within sector but focused)

6. Organizational Structure (Weight: 1.2x)

Three main operating segments

Geographic divisions

Functional departments

Retail operations structure

Score: 6/10 (Multi-layered but straightforward for size)

7. Specialization Types (Weight: 1.2x)

Chemical engineering
Manufacturing
Color science

11
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Retail operations

Supply chain management

R&D specialists

Score: 7/10 (Diverse specializations within industry focus)

8. Supply Chain Complexity (Weight: 1.0x)

Raw materials sourcing

Manufacturing facilities

Distribution centers

Retail network

Global logistics

Score: 7/10 (Complex global supply chain)

9. Strategic Approaches (Weight: 0.9x)

10.

11.

12.

Retail expansion

Product innovation

Acquisition strategy

Vertical integration

Score: 6/10 (Multiple approaches within industry focus)

Operational Processes (Weight: 0.8x)

Manufacturing processes

Retail operations

Color formulation

Distribution logistics

Score: 6/10 (Standardized with some variation)

Regulatory Environments (Weight: 0.7x)

Chemical regulations

Environmental compliance

International trade regulations

Transportation regulations

Score: 7/10 (Complex due to chemical products and global presence)

Stakeholder Relationships (Weight: 0.6x)

Consumer relationships

Professional contractors

Suppliers

Retailers

Regulatory agencies

Score: 6/10 (Diverse but industry-focused)

12
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Weighted Score Calculation:

o Total weighted score: 95.7
e Maximum possible: 150
o Final BVS Score: 6.38/10

Expected Range for Fortune 500: 5-8 BVS Result: Within expected range v/
Mid-Market Example: Topo Designs (Outdoor Apparel Company)
Data Sources: Company website, industry publications, retail partnerships

1. Product/Service Portfolio (Weight: 2.0x)

o Backpacks and bags

e Apparel

e Accessories

o Limited edition collaborations

e Score: 4/10 (Focused product range within outdoor category)

2. Market Presence (Weight: 1.8x)

e US-focused with some international distribution
e E-commerce

e Company-owned retail (5 stores)

e Wholesale partnerships

e Score: 4/10 (National with limited international)

3. Revenue Streams (Weight: 1.8x)

e Direct-to-consumer sales

e Wholesale

o Limited brand collaborations

e Score: 3/10 (Few distinct streams)

4. Industry Participation (Weight: 1.5x)

e Outdoor apparel

o Luggage/bags

e Lifestyle products

e Score: 3/10 (Related segments within outdoor industry)
5. Technological Infrastructure (Weight: 1.4x)

e E-commerce platform
e Inventory management

13



© Nattan (Natty) Gur, 2025. Proprietary and Confidential.

e Design technology
o Basic manufacturing partnerships
e Score: 4/10 (Standard for industry size)

6. Organizational Structure (Weight: 1.2x)

o Functional departments

o Retail operations

e Design team

e Operations team

e Score: 3/10 (Straightforward structure)

7. Specialization Types (Weight: 1.2x)

e Product design

o Retail operations

e Marketing

e Supply chain management

e Score: 4/10 (Core specializations for business type)

8. Supply Chain Complexity (Weight: 1.0x)

e Material sourcing

e Manufacturing partners

e Distribution channels

o Retail logistics

e Score: 4/10 (Moderate complexity)

9. Strategic Approaches (Weight: 0.9x)

e Brand positioning

o Sustainability focus

o Selective distribution

e Score: 4/10 (Focused strategy)

10. Operational Processes (Weight: 0.8x)
e Design process
e Manufacturing oversight
o Retail operations
e E-commerce fulfillment
e Score: 4/10 (Standard processes)
11. Regulatory Environments (Weight: 0.7x)

e Trade regulations

14



© Nattan (Natty) Gur, 2025. Proprietary and Confidential.

o Labor standards
e Consumer product safety
e Score: 3/10 (Standard for apparel industry)

12. Stakeholder Relationships (Weight: 0.6x)

e Consumer community

e Retail partners

e Manufacturing partners

e Score: 4/10 (Focused stakeholder set)

Weighted Score Calculation:
o Total weighted score: 57.8

e Maximum possible: 150
e Final BVS Score: 3.85/10

Expected Range for Mid-Market: 3-6 BVS Result: Within expected range v/
Small/Local Business Example: Local Coffee Shop Chain (3 locations)

Data Sources: Business website, local business publications, menu offerings

1. Product/Service Portfolio (Weight: 2.0x)

o Coffee drinks

e Tea selection

o Pastries/food items

o Retail beans

e Score: 2/10 (Limited but appropriate for segment)

2. Market Presence (Weight: 1.8x)
e 3 locations in one metropolitan area
e Some local wholesale accounts
e Score: 1/10 (Highly localized)
3. Revenue Streams (Weight: 1.8x)
e In-store sales
e Limited wholesale
o Catering

e Score: 2/10 (Few streams)

4. Industry Participation (Weight: 1.5x)

15
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e Café
o Limited food service
e Score: 1/10 (Single industry focus)

5. Technological Infrastructure (Weight: 1.4x)

e POS system

o Basic inventory management

e Social media presence

e Score: 2/10 (Functional basics)

6. Organizational Structure (Weight: 1.2x)

e Owner-operated

o Store managers

e Baristas

e Score: 1/10 (Simple structure)

7. Specialization Types (Weight: 1.2x)

o Coffee preparation

e Food service

e Basic retail

e Score: 2/10 (Core specializations only)

8. Supply Chain Complexity (Weight: 1.0x)

o Coffee bean sourcing

e Food suppliers

o Equipment maintenance

e Score: 2/10 (Simple supply chain)

9. Strategic Approaches (Weight: 0.9x)

e Local focus

e Quality positioning

o Community engagement

e Score: 2/10 (Focused strategy)

10. Operational Processes (Weight: 0.8x)

o Coffee preparation

e Food service

o Retail operations

e Score: 2/10 (Standard processes)

16
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11. Regulatory Environments (Weight: 0.7x)
e Local food service regulations
e Employment laws
e Score: 1/10 (Single jurisdiction)
12. Stakeholder Relationships (Weight: 0.6x)
e Local customers
e Suppliers
o Community organizations
e Score: 2/10 (Limited but engaged)
Weighted Score Calculation:
o Total weighted score: 25.9

e Maximum possible: 150
e Final BVS Score: 1.73/10

Expected Range for Small/Local: 1-3 BVS Result: Within expected range v/
Validation Summary

Company Category Example BVS Score Expected Range Validation

Fortune 50 Apple Inc. 8.49/10 8-10 v
Fortune 500 Sherwin-Williams 6.38/10 5-8 v
Mid-Market Topo Designs 3.85/10  3-6 v
Small/Local Local Coffee Chain 1.73/10 1-3 v

7. Interpretation and Applications

Business Variety Scale (BVS) Interpretation
1-2: Highly Specialized/Focused

Single product/service offering

One customer segment in one geographic market
Single revenue stream

Narrow technological base

Simple organizational structure

o Limited specialization types

3-4: Limited Variety
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Small portfolio of related products/services

Few customer segments, limited geographic reach
2-3 revenue streams, mostly similar nature
Modest technology diversity

Straightforward organizational hierarchy
Moderate specialization variety

5-6: Moderate Variety

Diverse product/service line within related categories
Multiple customer segments across several geographic areas
Several distinct revenue streams

Good technological diversity

Multi-layered organization with several departments

Broad range of specializations

7-8: High Variety

Extensive product/service portfolio across multiple categories
Diverse customer base across many markets

Multiple revenue streams of different types

Rich technological infrastructure

Complex organizational structure

Wide range of specializations and expertise

9-10: Exceptional Variety/Conglomerate

Vast array of products/services across unrelated categories

Global presence across diverse customer segments

Highly diverse revenue streams and business models
Leading-edge and diverse technological systems

Complex matrix or multi-business organizational structure
Comprehensive range of specializations across numerous domains

Strategic Applications

The Business Variety Scale can be used for:

1.

2.

Strategic Planning: Assess current variety levels and identify areas for strategic
expansion or focus.

Competitive Analysis: Compare variety profiles with competitors to identify unique
positions and opportunities.

Risk Management: Understand how variety contributes to resilience or vulnerability in
different market conditions.

Growth Planning: Develop targeted strategies for increasing variety in specific
dimensions.

18
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W

Organizational Design: Align structural decisions with desired variety levels.

6. Investment Decisions: Evaluate acquisition targets based on how they complement
existing variety profiles.

7. Performance Benchmarking: Compare variety levels against industry peers and best

practices.

8. Sub-Unit Application: Measuring Variety at the Plant
Level

The Business Variety Scale can be applied not only to entire organizations but also to
organizational sub-units such as manufacturing plants, divisions, or regional operations. This
section explores how a plant that is part of a Fortune 100 company can measure and manage its
variety.

How a Plant Within a Fortune 100 Company Can Measure Variety

1. Contextual Application: While the plant exists within the larger organizational
ecosystem, it can still measure its own variety independently. This provides valuable
insights for both plant management and corporate leadership.

2. Scale Adaptation: While the parent Fortune 100 company might score 7-9 on the BVS,
the plant itself will typically have a lower variety score (perhaps 3-6) due to its more
focused purpose. This is expected and appropriate.

Fractal Self-Similarity in Organizational Variety

This multi-level application of the BVS reveals a fractal quality to organizational variety -
patterns that repeat at different scales throughout the organization. Just as a fern frond contains
smaller versions of its overall shape in each leaflet, organizational variety displays self-similar
patterns across hierarchical levels.

For example, a global manufacturing corporation might have high variety (8.2 BVS) across all
12 dimensions. Examining one of its regional divisions might reveal a similar pattern of variety
dimensions but at a reduced scale (6.4 BVS). A single plant within that division would show the
same pattern at an even smaller scale (4.7 BVS), and even a production line within that plant
would display a miniature version of the overall variety profile (2.8 BVS).

This fractal self-similarity offers powerful insights:
1. Pattern Inheritance: Sub-units often inherit the variety patterns of their parent
organization
2. Scaled Complexity: Each level manages appropriate complexity for its scope
3. Nested Complexity: Higher variety at upper levels creates space for appropriate variety

at lower levels

The plant manager can use this fractal understanding to:

19
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e Recognize how their plant's variety profile reflects the larger corporate pattern
o Identify where their variety profile appropriately differs from the corporate pattern
e Understand how variety at their level enables or constrains variety at team levels below

3. Measurement Process:
o Product/Service Portfolio: Focus on the variety of outputs from this specific
plant (number of product lines, SKUs, variations)
o Market Presence: Measure which markets this specific plant serves
(geographical reach of its outputs)
o Revenue Streams: Assess how the plant contributes to different revenue streams
(internal transfers, external sales)
Industry Participation: Determine which industries consume the plant's outputs
Technological Infrastructure: Evaluate the diversity of technologies employed
within the plant itself
o Organizational Structure: Examine the plant's internal organizational
complexity
o Specialization Types: Inventory the different professional disciplines represented
at the plant
o Supply Chain Complexity: Measure the plant's specific supplier network and
input diversity
o Strategic Approaches: Identify the variety of operational strategies employed at
the plant level
o Operational Processes: Assess the diversity of manufacturing or operational
methodologies
o Regulatory Environments: Count the regulatory regimes specifically affecting
this plant
o Stakeholder Relationships: Map the plant's specific stakeholder ecosystem
4. Comparative Analysis: The plant can compare its variety profile to:
o Other plants within the same company
o Similar plants in competitor companies
o Standalone companies of comparable size/function
5. Strategic Value: Understanding a plant's variety profile can inform decisions about:
o Plant specialization vs. diversification
o Resilience planning
o Technology investment
o Workforce development
o Operational flexibility
6. Corporate Context: The plant should understand how its variety profile contributes to
the parent company's overall variety strategy:
o Is this plant intended to be highly specialized while others are more diverse?
o Does this plant serve as a variety hub for certain technologies or processes?
o How does this plant's variety profile complement other units in the corporate
portfolio?

This plant-level analysis provides a powerful tool for optimizing variety at multiple
organizational levels while maintaining alignment with overall corporate strategy.
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9. Variety in Context: Position and Trajectory

When assessing an organization's variety, absolute scores tell only part of the story. The critical
insights come from understanding:

1. Relative Position: Where the organization's variety score sits within its expected
category range

2. Variety Trajectory: Whether variety is increasing, decreasing, or stable
3. Rate of Change: How quickly variety is shifting

Understanding Your Position Within Range

For leaders like plant GMs, the most practical question is: "Where do I stand within my expected
variety range?" To answer this, we offer two complementary approaches:

Analytical Method

Use this simple formula to calculate your position within your specific range:

Range Position = ((Your Score - Your Minimum) / (Your Maximum - Your
Minimum)) x 10

Example: A manufacturing plant with category range 5-7 BVS and current BVS score of 5.8:
e Range Position: ((5.8 -5)/(7-5)) x 10 =4 out of 10

This tells the plant manager they're at a 4 out of 10 within their expected range - somewhat
below the midpoint, with room to add variety before reaching high complexity.

Intuitive Method
Instead of calculation, directly assess:
e "On ascale of 1-10, where do we stand in terms of variety complexity compared to
similar plants in our industry?"

e "Does our variety feel too low (1-3), about right (4-7), or pushing our limits (8-10)?"

This intuitive approach leverages experienced judgment and can be particularly valuable when
quantitative data is limited.

Customizing Your Variety Range

While our framework provides standard variety ranges for different categories, real-world
organizations often have unique characteristics that justify expanded or shifted ranges.

When to Adjust Your Range:
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1. Industry-Specific Factors: Some industries naturally demand higher variety
(technology, consumer products) or lower variety (utilities, commodity manufacturing)

2. Strategic Positioning: Your deliberate competitive strategy might call for higher variety
(differentiation strategy) or lower variety (cost leadership strategy)

3. Operational Model: Unique operational approaches might enable sustainable higher
variety or require lower variety

4. Historical Performance: Your organization's demonstrated ability to manage variety
effectively may exceed category norms

Example: Manufacturing Plant Range Adjustment

A manufacturing plant might start with the standard range of 5-7 BVS, but after assessment,
adjust to 4-8 BVS because:

o It operates in a highly customized industrial equipment sector (justifying the higher
ceiling)

o It has successfully implemented advanced flexible manufacturing systems (supporting
higher sustainable variety)

e It serves both commodity and specialty markets (requiring a wider variety range)

Variety Trajectory and Organizational States

The Business Variety Scale becomes especially powerful when integrated with dynamic
organizational models such as the Situational Response Model, which describes how
organizations cycle through four states: Order, Growth, Complexity, and Entropy.

Mapping Variety Changes to Organizational States:

e Increasing Variety (from lower to higher in range): Often indicates movement from
Order toward Growth or from Growth toward Complexity. This typically occurs when
organizations are expanding offerings, entering new markets, or increasing specialization.

o Stable Variety (maintaining position in range): May indicate a period of consolidation
within a state, either intentionally (to master current capabilities) or unintentionally (due
to inability to change).

o Decreasing Variety (from higher to lower in range): Often signals movement from
Complexity toward Entropy or from Entropy back to Order. This typically occurs during
strategic simplification, focusing efforts, or responding to resource constraints.

Multiple Assessment Approaches
The Business Variety Scale offers flexibility in how you assess your organization's variety
position. We recognize that leaders think differently - some prefer analytical measurement,

others trust their intuitive sensing, and many benefit from combining both approaches.

Approach 1: Analytical Measurement
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e Calculate your BVS score using the weighted 12-dimension framework

e Determine your position within your category range using the formula

e Track changes in your position over time using quantitative measures

e Ideal for: Data-driven decision makers, formal reporting, benchmark comparisons

Approach 2: Dimensional Sensing

o Instead of calculating scores, directly assess each dimension on a 1-10 scale:
o "Where do we stand on Product Portfolio variety compared to others in our
category?"
o "How does our Market Presence variety feel - restricted, balanced, or
overwhelming?"
e Build a "variety fingerprint" based on intuitive assessment
o Ideal for: Experienced leaders with strong industry knowledge, team discussions, quick
assessments

Approach 3: Holistic Impression

o Step back and consider: "Overall, where does our variety feel on a scale of 1-10 for our
type of organization?"

o Consider whether variety feels too low, about right, or too high

o Note whether it's increasing, decreasing, or stable

e Ideal for: Strategic conversations, board discussions, initial assessments

Approach 4: Combined Method (Recommended)

e Begin with holistic impression to establish context

o Use analytical measurement for precision and tracking

e Validate with dimensional sensing to catch nuances that metrics might miss
e Reconcile any differences between approaches through discussion

e Ideal for: Comprehensive understanding, team alignment, decision support

Measuring Variety Change

To track variety trajectory, organizations should:
Establish a baseline BVS score

Measure quarterly to identify trends

Calculate the rate of change (A BVS / quarter)
Note when scores approach category boundaries (potential state transitions)

b=

Case Example: TechServe Solutions

TechServe Solutions, a mid-market IT services provider (expected BVS range: 3-6), tracked its
variety score over 24 months:
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e Q12023: BVS =3.2 (low end of range, Order state)

e Q32023: BVS =4.1 (mid-range, Growth state) after adding three new service lines

e Q12024: BVS =5.5 (high end of range, approaching Complexity) after expanding to two
new industries

e Q32024: BVS = 5.8 (near category ceiling, deep in Complexity) after geographic
expansion

e Q12025: BVS =5.1 (returning to mid-range, managing Entropy) after strategic
consolidation

This trajectory mapping allowed TechServe to:

e Recognize when they were approaching the upper limit of sustainable variety for their
category

e Proactively manage the transition from Complexity to Entropy

o Strategically reduce variety before organizational exhaustion occurred

o Plan their next cycle of growth with greater awareness

Strategic Implications
Understanding variety in context enables:

1. Proactive State Management: Anticipate state transitions before they occur

2. Strategic Variety Control: Intentionally increase or decrease variety to achieve desired
states

3. Peer Benchmarking: Compare variety profiles to competitors within the same category

4. Growth Planning: Map variety expansion pathways that align with organizational
maturity

By measuring not just the absolute variety score but its position within the expected range, its
customized context, and its trajectory over time - using both analytical and intuitive approaches -
organizations gain powerful insights into their current state and likely future transitions.

10. Future Directions: Dynamic Adaptation Models

While the Business Variety Scale provides a comprehensive framework for measuring
organizational variety, future development could enhance its dynamic capabilities through
deeper integration with established systems models. This section outlines promising directions
for practitioners and researchers to extend the BVS framework.

Fractal Variety Maps: Visualizing Multi-Level Complexity
Perhaps the most exciting future direction for the Business Variety Scale is the development of
Fractal Variety Maps that visually represent the recursive patterns of variety across

organizational levels. These maps would reveal how variety dimensions branch and nest within
each other, creating richly detailed visualizations of organizational complexity.
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Potential Applications of Fractal Variety Maps:

1. Multi-Level Visualization: Rather than isolated snapshots of variety at different
organizational levels, fractal maps would show how variety at each level nests within and
emerges from higher levels.

2. Dimensional Branching: Each of the 12 dimensions could be represented as branches
that further divide into nested sub-dimensions, revealing how complexity compounds
through recursive patterns.

3. Dynamic Evolution: Animated fractal maps could show how variety patterns evolve
over time, with certain branches growing or pruning as the organization cycles through
different states.

4. Pattern Recognition: Leaders could identify characteristic fractal patterns associated
with different industries, growth stages, or strategic approaches.

5. Variety Imbalances: Fractal visualizations could highlight where variety patterns break
down or become distorted, indicating potential organizational dysfunction.

The mathematical foundations for these fractal representations already exist in complexity
science, but applying them specifically to organizational variety would require interdisciplinary
collaboration between management theorists, data scientists, and visualization experts.

Causal Loop Diagrams (CLDs) and Variety Dynamics

The relationships between the 12 dimensions of variety are not merely additive but interactive.
Causal Loop Diagrams offer a powerful tool for mapping these interactions:

Sample Variety Feedback Loops:

1. Reinforcing Loop: Product Portfolio — Market Presence — Revenue Streams
o Increased product variety (R1) enables greater market presence
o Expanded market presence creates opportunities for new revenue streams
o More revenue streams fund further product development
2. Balancing Loop: Technological Infrastructure — Specialization Types —
Operational Complexity
o More diverse technological infrastructure requires increased specialization
o Greater specialization increases operational complexity
o Excessive operational complexity eventually constrains further technological
diversification

By mapping these loops, organizations can identify leverage points where small changes in one
dimension might create cascading effects across the variety ecosystem. Future versions of the
BVS could include standard CLD templates for common variety patterns observed across
different organization types.

Viability Thresholds and Dimensional Balance
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Each organization has "viability thresholds" - minimum and maximum sustainable levels of
variety - that differ across dimensions and contexts:

Viability Threshold Considerations:

1. Minimum Variety Thresholds: Below certain variety levels, organizations lack the
requisite diversity to respond to environmental demands. For example, a technology
company with insufficient technological variety (below threshold) may fail due to
inability to adapt to technical changes.

2. Maximum Variety Thresholds: Above certain variety levels, coordination costs exceed
benefits. For instance, excessive product variety can overwhelm manufacturing systems
and distribution channels.

3. Dimensional Balance: The relationship between variety dimensions must maintain
certain proportions. High product variety with low organizational structure variety creates
unsustainable tension.

Future work could establish methodologies for identifying these thresholds through:

o Longitudinal studies of variety changes preceding organizational failure
o Comparative analysis of variety profiles across high and low-performing organizations
o Simulation modeling of variety dynamics under different environmental conditions

Integration with Viable System Model (VSM)

Stafford Beer's Viable System Model offers a powerful framework for understanding how
organizations maintain identity while adapting to change. Future development of the BVS could
map variety dimensions to VSM's five systems:

System 1 (Operations): Product/Service Portfolio, Operational Processes

System 2 (Coordination): Organizational Structure, Supply Chain Complexity
System 3 (Control): Specialization Types, Regulatory Environments

System 4 (Intelligence): Market Presence, Technological Infrastructure, Strategic
Approaches

5. System 5 (Policy): Industry Participation, Revenue Streams, Stakeholder Relationships

bbb

This mapping would help organizations ensure that variety is appropriately distributed across all
systemic functions needed for organizational viability.

Adaptive Cycle Integration

The adaptive cycle model from ecological systems theory (exploitation — conservation —
release — reorganization) offers another promising integration path:

Variety Characteristics in Adaptive Cycle Phases:

1. Exploitation Phase: Focused variety expansion in strategic dimensions

26



© Nattan (Natty) Gur, 2025. Proprietary and Confidential.

2. Conservation Phase: Variety optimization and efficiency improvements
3. Release Phase: Variety collapse in certain dimensions during crisis
4. Reorganization Phase: Experimental variety exploration and reconfiguration

By understanding where an organization sits in this cycle, leaders can make more informed
decisions about appropriate variety management strategies.

These future directions would significantly enhance the dynamic capabilities of the Business
Variety Scale, moving beyond measurement toward deeper understanding of how variety
evolves, interacts, and contributes to organizational adaptation over time.

11. Conclusion: The Organic Perspective

The Business Variety Scale represents a paradigm shift in how we understand and measure
organizational diversity. By adopting an organic rather than mechanical perspective, the BVS
framework recognizes that:

Variety is a natural characteristic of growing organizations
Different dimensions of variety interact in complex ways
Optimal variety levels differ by context, industry, and strategy
Variety can be a strategic advantage when properly managed

b i\ S

The fractal mathematics that underlies our approach reinforces this organic perspective, showing
how organizational variety follows the same recursive patterns found throughout nature. Just as
fractal geometry reveals order within apparent chaos in natural systems, the BVS framework
helps leaders recognize the inherent patterns within organizational complexity.

Unlike existing approaches that view complexity as a problem to solve through reduction and
simplification, the BVS framework embraces the rich diversity of organizational elements as a
potential source of competitive advantage, resilience, and adaptability.

By providing a comprehensive measurement tool with appropriate weightings and benchmarks,
the Business Variety Scale enables organizations to make more informed strategic decisions
about where and how to manage their variety levels.

The future integration with dynamic adaptation models, including Causal Loop Diagrams,
viability thresholds, and fractal variety maps, will further enhance the framework's ability to
guide organizations through the natural cycles of variety expansion and contraction that
characterize all living systems.

Rather than fighting mathematical law, the Business Variety Scale helps leaders dance with it —

recognizing, measuring, and strategically shaping the fractal patterns of variety that define their
organizations.
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