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Management

At about 10 staff, entrepreneurs need to make a transition from being a hands-on leader to managing a more structured organisation.  We often use a metaphor for this transition – with a small firm it is like leading a small group of talented trampers into the Southern Alps with a map, compass, and general idea of where the tramp will go.  The route can be highly flexible with the team helping each other to find a course.  By contrast a medium sized firm is like taking many people on a tramp into the Southern Alps.  However this time the tramp is conducted with more intensive planning, logistics and certainty and is likely to follow a safer route.   Participants place trust in the skill of their managers to choose the best path.  

Each stage requires its own set of talents and mindsets.  It is wrong to see one set of talents as better than another – they are just different.  This is why many entrepreneurs will sell up and start a new venture becoming serial entrepreneurs, as this enables them to operate to their strengths and within their self-perception.  It is also why successful corporate managers seldom make the transition to entrepreneurship.

However, some entrepreneurs do choose to grow with their company, reinventing themselves to cope with the new challenges of management.  Equally, some experienced corporate managers choose to buy and grow a small company, coping with the new challenges of entrepreneurship.

In successful high growth companies staff share the passion and vision of the organisation.  For entrepreneurs this means letting go of complete control, allowing others to be responsible for critical roles even though these will never be performed in the same way as the founder, and building a chosen organisational culture. The theories of creating a learning organisation are useful.  Senge describes the key aspects as building a shared vision, fostering personal development in all staff, increasing team learning, establishing mental models that enable the status quo to be readily challenged by all staff, and developing systems thinking that creates processes to solve repeating problems.

The role of CEO is very lonely.  Successful CEOs build around themselves networks of other entrepreneurs who face similar challenges, access to expertise, as well as engaging staff and a board to help them to compensate for their areas of weakness.  Many entrepreneurially minded people compensate for their weakness by employing a second in charge who is conservative, thorough, and interested in the day to day running of the business.  By contrast many former corporate managers, employ creative people who break traditional boundaries and see new possibilities.

Personal Qualities

The process of building a chosen culture is the key to ensuring the CEO’s vision and values are embedded in the very fabric of the organisation.  This process requires the development of personal qualities as well as organisational processes.  CEOs of high growth companies exhibit a number of qualities:

Vision
This is the key quality.   It is the ability to clearly imagine and believe in a chosen future.  For example Peter Jackson has often said he always imagined from when he was nine years old that he would make films in New Zealand. 

Self-belief
The vision is coupled with a level of certainty in success, and includes a belief that they can overcome whatever obstacles may arise.  

Action orientation
This belief in coping with challenges leads to an ability to take action.  More cautious organizations will seek to acquire all information before taking action in an effort to remove risk.  Action orientation is linked to decision making, although the decision may not be the optimal one.

Iterative planning
This action orientation leads to a planning process that iterates with doing.  Our masters student’s research on strategy in high growth companies highlighted that these organizations did not engage in extensive planning, instead doing their planning to cope with emerging challenges.  It is like the All Blacks iterating between on-the-field playing and off-the-field planning, practice and analysis.  Both elements strengthen the other.  

Resilience
Successful CEOs have the ability to bounce back from setbacks.  One of the qualities that drives resilience is optimism.  Prof Martin Seligman found that optimists use six specific language patterns to describe events to themselves.

Experiences
Track the history of a successful entrepreneur and there will be a rich seam of experiences growing in diversity, complexity and challenge.  Successful CEOs hunt out new experiences and have the ability to learn from them.

Flow
A sense of flow occurs when work seems easy and effortless.  It is most likely to occur when an individual is intrinsically motivated by the task, draws on their signature strengths, and is in an ever expanding process of matching skills with challenge.  CEOs in high growth companies tend to find pleasure in their work.

People skills
Successful CEOs exhibit a genuine interest in people and the skills to work effectively with others.  For serial entrepreneurs, this quality is often the stumbling block to continued growth.


Life skills
Successful CEOs often develop life skills to manage their relationships, health and wellbeing.  These qualities are essential for long-term sustainable performance.

There are many other qualities that are often exhibited by successful CEOs in high growth companies such as creativity, problem solving, analysis, planning, and technical knowledge, however our observation is that these are secondary qualities and can often be acquired by employing good staff.   

All of the qualities listed grow with relevant experiences and can be learned.  This touches on our interest in education as a process for fostering successful entrepreneurs.  We also have a particular interest in Attention Deficit Hyperactivity Disorder (ADHD).  Intriguingly research suggests that 50% of entrepreneurs are in the ADHD spectrum, and the percentage rises in high growth companies.  If it is a disorder then our economy depends on it!    
Innovation

High growth companies have innovative elements to their businesses to gain competitive advantage.  Innovation is more difficult to sustain as the organisation grows.  This is despite the fact that larger organisations have more resources, specialist skills, access to markets, access to finance and experience than small organisations.  The challenge is to harness the strengths of a larger organisation while retaining the fleet of foot, flexibility and visionary qualities of a small organisation built on the sense of ownership and commitment of its individuals.

CEOs in high growth organizations foster attitudes to achieve continuous innovation from every staff member.  The theories on fostering intrapreneurship (entrepreneurs inside organisations) are useful.  The concepts are based on fostering intrinsic motivation, measurements that match the true goals of the organisation, minimising unnecessary controls, resource allocation processes that are both accountable and flexible, staff recruitment that enhances the chosen organisation culture, tolerating failure where it is used as a learning experience, linking people together, creating a strong external focus, and sourcing new ideas.

There are well-developed processes for managing new product development.  High growth companies have mastered the challenges of:

· creating a process that shifts from right brained creative to left brained analysis at each stage of development, 

· engaging all influencers to foster the success of the project through its development stage, 

· having rapid development especially in the fast moving IT industry, 

· maintaining a continuous flow of new products despite the success of current products,

· celebrating the contribution of failures to the learning of the organisation so that staff can re-energise into new ventures, 

· linking market potential with technical possibilities, 

· Identifying and building on core competitive competency whenever possible.

Innovation can be hijacked by the seduction of success.  Industry leaders often seek to maintain their position through continuous incremental improvement that builds on their previous success.  While this is exactly the right strategy to employ most of the time, it can also blind companies to the moments of transformational change in the marketplace or technology.  Famous examples include the failure of Marconi, a world leader in high quality valve radios, to adapt to transistors; the near failure of IBM to shift from mainframes to PCs; and of New Zealand as a whole in the lost years of the 1960s and 70s to diversify beyond agriculture.  Small firms, built on the success of their founding product, are greatly at risk of failing to diversify their portfolio or to seize the moment for transformational change.

Marketing

New Zealand poses enormous challenges for firms.  Companies rapidly outgrow the available domestic market, but to export they need to grow spectacularly in a single step from a small base in a remote, non-aligned country.  This major step is like sitting an exam that requires a 100% grade to pass with no prior experience.  Most high growth companies have already mastered the following export development challenges:

· Undertake market research in foreign countries,

· Identify key partners,

· Build relationships across cultural boundaries,

· Negotiate under different cultural expectations,

· Maintain communication across a distance,

· Manage the logistics exporting, exchange transactions, labeling, translation, tariffs and non-tariff trade barriers,

· Prepare for product liability issues especially in the United States,

· Protect intellectual property in multiple countries,

· Operate the company while the most critical person is away for extended periods of time overseas,

· Manage cashflow constraints between product development and export receipts,

· Manage the risk of a quantum growth in the company to cope with a single export order. 

Further development of export markets provides new challenges.  These are to:

· Keep abreast with rapid innovation,
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Break into new markets whose language and culture are very different from New Zealand,

· Gain stronger representation and credibility in the marketplace that may include establishing strategic alliances, acquisitions or local offices,

· Resolve customer complaints or product faults from a distance,

· Engage the market power of very large companies without being swallowed,

· Raise capital and manage cashflow to sustain market expansion,

· Defend intellectual property rights violations,

· Brand development,

· Match export order growth to the ability of the organisation to grow.

Financing

As long as the company continues to grow rapidly, cashflow is likely to be a major constraint.  Many firms make the mistake of relying on cashflow to fund long-term developments.  Risk management is increasingly important as the company has more to lose.

International business growth is likely to require substantial capital resources that are beyond the resources of the original investors.  High growth companies draw on a range of financial tools and legal structures that aim to match the risk, rewards, cashflow needs, incentives and expertise.  There also use strategies for attracting ‘smart’ money that provide other benefits such as expertise, market access, technology use, or access to inputs.    

Organisation Structure

Structure follows function.  

Legal structures are often established to reflect the relationship with the investors.  At other times they are a way of establishing access to the marketplace or critical resources.  Sometimes strategies are needed to ring-fence intellectual property rights such as an Australian subsidiary having only intellectual property rights to the Australian market.

Organisational structures are generally quite straightforward, but are often tinkered with rather than tackling the real issues facing the company.  Nevertheless, as organisations grow they need to take a thoughtful approach to the best way to align the organisation’s needs with responsibility, authority, accountability and open communication.  A company that has rapid new product development often finds their internal structure and physical location of staff impedes the cross fertilisation of ideas so essential to the process.

Strategy

Good strategy is built on a framework of strategic options, good process and personal strategic thinking skills.  

Intellectual Property Protection

Protecting intellectual property rights, especially with software, is a minefield.  In recent years patents can now be applied to software, but the very act of applying for a patent can encourage competitors to place an injunction on the product while it undergoes a lengthy battle through the courts.  It is becoming increasingly common in the United States for large firms to stage these battles when they have no legal basis for the claim, simply to create delay and wear down the financial resources of emergent firms who might become competitors.

In rapidly changing industries first-to-market provides significant advantage.  This is not compatible with the slow process of obtaining patent protection.  Costly court cases to defend patents are not viable for small New Zealand firms.  Other forms of protection are generally weak, such as designmarks, trademarks, and copyright.  High growth New Zealand firms make considerable use of non-codified systems include golden handcuffs on key staff, confidentiality, restraint of trade, strategic alliances, speed to market, and the offer of future benefits like upgrades.
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