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the concepts in step 2, she or he may realize that an important con-
cept is missing—back to step 1. Rigorous and effective theory build-
ing requires multiple rounds of each step.


Step 1—Define the Concepts


The first step in the Conceptualize phase is to identify and define the 
concepts involved in the theory-building effort. These are the smaller 
components that will make up the theory in some domain of human 
activity. Major concepts are generally identified through a combina-
tion of experience, written experiences of experts, research publica-
tions, and practical problems. A thorough knowledge of the current 
status is required to identify a comprehensive group of concepts. A 
theorist may bounce back and forth between reading the literature 
of what is known and building concepts multiple times before setting 
on a final group and moving forward.


CONCEPTUAL LIMITS


Imagine you want a new house. You see pictures and drawings of your 
dream house, you pay for that house and get ready to move in, and all 
you end up with are the pictures and the drawings! What an incredible 
shock. So it is with theory building: the conceptualization is just that—
images, not yet the real thing. Unfortunately, the bulk of the “theory” in 
applied disciplines does not go beyond the attractive conceptualiza-
tions, and eager advocates quickly start selling it as complete. This in 
no way diminishes the importance of conceptualization; it is just that 
much more is needed in order to have a sound theory. For example, the 
best-selling book In Search of Excellence (Peters & Waterman, 1984) was 
based on looking closely at successful companies to determine  what 
they were doing to be successful. This important input to conceptual-
ization could have been the basis for building a sound theory of com-
pany excellence. Instead, the conceptualization—incomplete theory—was 
turned into a best-selling book, and the majority of companies that were 
deemed successful were shortly found to be unsuccessful. The only sure 
winners were Tom Peters and Bob Waterman, the book authors. The 
big losers were most likely the companies that tried the ideas in the 
book and ended up worse off than before they started.
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